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* PROGRAM:  41ST  ANNUAL  NATIONAL  AGRICULTUR- 
OUTLOOK  CONFERENCE;  NOVEMBER  18  TO  21.  1963; 
DEPARTMENT  OF  AGRICULTURE,  WASHINGTON,  D.C. 


Monday,  November  18 


9:00  REGISTRATION:  USDA,  South  Building,  5th  Wing  Entrance, 

Independence  Avenue 

THOMAS  JEFFERSON  MEMORIAL  AUDITORIUM 
Agriculture  South  Building 

Nathan  M.  Koffsky,  Administrator, 

Economic  Research  Service,  USDA,  Chairman 

9:30  Opening  of  Conference 

Lloyd  H.  Davis,  Administrator,  FES,  USDA 

9:40  Turbulence  in  the  Crystal  Ball 

Charles  S.  Murphy,  Under  Secretary  of  Agriculture 

THE  SITUATION  AND  OUTLOOK  FOR  1964 

10:00  The  Agricultural  Outlook  for  1964 

C.  Kyle  Randall,  Chief,  Farm  Income  Branch,  ERS,  USDA 

10:45  INTERMISSION 

11:00  National  Economic  Situation  and  Outlook  for  1964 

Rex  F.  Daly,  Chief,  Outlook  and  Projections  Branch,  ERS,  USDA 

11:30  PANEL  DISCUSSION  — Nathan  M,  Koffsky,  USDA,  Moderator 

C.  Kyle  Randall,  USDA 

Rex  F.  Daly,  USDA 

John  A.  Schnittker,  Staff  Economist,  AE,  USDA 

Louis  J.  Paradiso,  Associate  Director, 

Office  of  Business  Economics,  Department  of  Commerce 

Aryness  Joy  Wickens,  Department  of  Labor 

James  H,  Knowles,  Executive  Director, 

Congressional  Joint  Economic  Committee 


12:30  - 2:00  LUNCH  PERIOD 


Monday  Afternoon 


THOMAS  JEFFERSON  MEMORIAL  AUDITORIUM 

George  L.  Mehren,  Assistant  Secretary,  USDA,  Chairman 

FOREIGN  TRADE  OUTLOOK 

2:00  Current  Developments 

Raymond  A.  Ioanes,  Administrator,  FAS,  USDA 

2:45  Long-Term  Implications 

Willard  W.  Cochrane,  Director,  AE,  USDA 

3:15  INTERMISSION 

3:30  PANEL  DISCUSSION  — George  L.  Mehren,  USDA,  Moderator 

Raymond  A,  Ioanes,  USDA 
Willard  W.  Cochrane,  USDA 

Joseph  A,  Greenwald,  Director,  Office  of  International  Trade, 
Department  of  State 

Irwin  R,  Hedges,  Agricultural  Trade  Specialist, 

Office  of  Special  Representative  for  Trade  Negotiations 

4:30  ADJOURNMENT 

Tuesday,  November  19 

THOMAS  JEFFERSON  MEMORIAL  AUDITORIUM 

Carl  P„  Heisig,  Deputy  Administrator  for  Agricultural  Economics, 
Economic  Research  Service,  USDA,  Chairman 

THE  AGRICULTURAL  OUTLOOK  AND  THE  CONSUMER 

9;30  Nutritional  Trends  and  the  Consumer's  Food 

Ruth  M,  Leverton,  Assistant  Administrator,  ARS,  USDA 

9:55  The  Marketing  Outlook 

Kenneth  E,  Ogren,  Director,  Marketing  Economics  Division, 
ERS,  USDA 


Tuesday,  November  19 


THOMAS  JEFFERSON  MEMORIAL  AUDITORIUM 

10:20  Changing  Patterns  of  Consumer  Spending 

Laura  Mae  Webb,  Bureau  of  Labor  Statistics, 

Department  of  Labor 

10:45  INTERMISSION 

11:00  PANEL  DISCUSSION  — Carl  P.  Heisig,  USDA,  Moderator 

Ruth  M.  Leverton,  USDA 

Kenneth  E.  Ogren,  USDA 

Laura  Mae  Webb,  Department  of  Labor 

Dorothy  H.  Jacobson,  Assistant  to  the  Secretary,  USDA 

Barbara  Higgins,  Extension  Home  Management  Specialist, 
University  of  Massachusetts 

Gene  A.  Futrell,  Extension  Economist,  Ohio  State  University 
12:00  - 2:00  LUNCH  PERIOD 


Tuesday  Afternoon 


THOMAS  JEFFERSON  MEMORIAL  AUDITORIUM 

Willard  W.  Cochrane,  Director,  Agricultural  Economics,  USDA,  Chairman 

ECONOMIC  PROJECTIONS  FOR  AGRICULTURE 

2:00  The  Uses  and  Abuses  of  Projections 

Frederick  V.  Waugh,  Research  Adviser  to  the  Administrator,  ERS,  USDA 

2:30  Agriculture  - 5 Years  Ahead 

Rex  F,  Daly,  Chief,  Outlook  and  Projections  Branch,  ERS,  USDA 

3:00  Analysis  of  Farm  Program  Alternatives 

Luther  G.  Tweeten,  Assistant  Professor  of  Agricultural  Economics, 
Oklahoma  State  University 

3:30  INTERMISSION 


Tuesday  Afternoon 


THOMAS  JEFFERSON  MEMORIAL  AUDITORIUM 
3:45  PANEL  DISCUSSION  — Willard  W.  Cochrane,  USDA,  Moderator 

Frederick  V.  Waugh,  USDA 
Rex  'F.  Daly,  USDA 

Luther  G,  Tweeten,  Oklahoma  State  University 

J.  Carroll  Bottum,  Professor  of  Agricultural  Economics, 

Purdue  University 

4:45  ADJOURNMENT 


Wednesday,  November  20 


9:15 


9:45 


9:50 


GENERAL  SESSION 

THOMAS  JEFFERSON  MEMORIAL  AUDITORIUM 
Agriculture  South  Building 

Nathan  M.  Koffsky,  Administrator, 

Economic  Research  Service,  USDA,  Chairman 

World  Markets  for  American  Agriculture 

Address  by  Orville  L,  Freeman,  Secretary  of  Agriculture 

INTERMISSION 


COMMODITY  SESSIONS 

Feed,  Livestock  and  Meat 

Thomas  Jefferson  Memorial  Auditorium 

Buel  F.  Lanpher,  FES,  Chairman 

9:50  - Malcolm  Clough,  ERS,  Feed  Outlook  Statement 

10:45  - INTERMISSION 

11:00  - Anthony  S.  Rojko,  ERS,  Livestock  and  Meat  Outlook  Statement 


12:30  - 2:00 


LUNCH  PERIOD 


Wednesday  Afternoon 


2:00 

3:50 

3:50 

5:15 


9:15  - 

9:15  - 

10:25  - 

12:00  - 
1:30  - 


3:30  Dairy 

Thomas  Jefferson  Memorial  Auditorium 
Robert  E.  Jacobson,  FES,  Chairman 

Anthony  G,  Mathis  and  Robert  H.  Miller,  ERS,  Outlook  Statement 
5:15  Poultry 

Thomas  Jefferson  Memorial  Auditorium 
Richard  G.  Ford,  FES,  Chairman 
Herman  Bluestone,  ERS,  Outlook  Statement 

5:15  Tobacco 

Room  3056,  South  Building 

Claude  G.  Turner,  ASCS,  Chairman 

Arthur  G.  Conover,  ERS,  Outlook  Statement 

ADJOURNMENT 


Thursday,  November  21 

COMMODITY  SESSIONS  (continued) 

10:15  Forest  Products 

Room  3840,  South  Building 
Paul  O.  Mohn,  FES,  Chairman 
Dwight  Hair,  FS,  Outlook  Statement 

10:15  Fruits  and  Tree  Nuts 

Room  3056,  South  Building 

Dana  G,  Dalrymple,  FES,  Chairman 

Ben  H.  Pubols,  ERS,  Outlook  Statement 

12:00  Wheat 

Thomas  Jefferson  Memorial  Auditorium 
E.  Dean  Vaughan,  FES,  Chairman 
William  R.  Askew,  ERS,  Outlook  Statement 

1:30  LUNCH  PERIOD 

2:30  Vegetables  and  Potatoes 
Room  5219,  South  Building 
Dana  G.  Dalrymple,  FES,  Chairman 

Will  M.  Simmons  and  Donald  S.  Kuryloski,  ERS,  Outlook  Statement 


Thursday  Afternoon 


1:30  - 

1:30  - 

3:45  - 

5:15 


9:15 

9:45 


10:00 


COMMODITY  SESSIONS  (continued) 


2:30  Sugar 

Room  3840,  South  Building 
Tom  O.  Murphy,  ASCS,  Chairman 

3:40  Fats,  Oils,  and  Peanuts 

Thomas  Jefferson  Memorial  Auditorium 
Glen  J.  Vollmar,  FES,  Chairman 
George  W.  Kromer,  ERS,  Outlook  Statement 

5:15  Cotton 

Thomas  Jefferson  Memorial  Auditorium 
Edgemond  P,  Callahan,  FES,  Chairman 
James  R.  Donald,  ERS,  Outlook  Statement 

ADJOURNMENT 


Wednesday,  November  20 


GENERAL  SESSION 

THOMAS  JEFFERSON  MEMORIAL  AUDITORIUM 
Agriculture  South  Building 

Nathan  M,  Koffsky,  Administrator, 

Economic  Research  Service,  USDA,  Chairman 

World  Markets  for  American  Agriculture 

Address  by  Orville  L.  Freeman,  Secretary  of  Agriculture 

INTERMISSION 


FAMILY  LIVING  SESSIONS 
FREER  GALLERY  OF  ART  AUDITORIUM 

OUTLOOK  FOR  CONSUMER  GOODS  AND  SERVICES 
Margaret  Browne,  Director,  Division  of  Home  Economics, 
FES,  USDA,  Chairman 

FOOD 


Supplies  and  Prices 

Stephen  J,  Hiemstra,  Economic  and  Statistical  Analysis  Division,  ERS,  USDA 


Wednesday,  November  20 


FREER  GALLERY  OF  ART  AUDITORIUM 

FAMILY  LIVING  SESSIONS  (continued) 

11:00  Marketing  and  New  Products 

Philip  B.  Dwoskin,  Marketing  Economics  Division,  ERS,  USDA 

11:30  Your  Money’s  Worth  in  Foods 

Betty  B„  Peterkin,  Consumer  and  Food  Economics  Research 
Division,  ARS,  USDA 

12:00  - 1:30  LUNCH  PERIOD 


Wednesday  Afternoon 


THE  AGING 

James  L.  Sundquist,  Deputy  Under  Secretary,  USDA,  Chairman 
1:30  Population  Trends 

Gladys  K.  Bowles,  Economic  and  Statistical  Analysis  Division,  ERS,  USDA 

2:15  The  Economic  Situation 

Lenore  Epstein,  Social  Security  Administration,  HEW 

2:45  The  Dietary  Situation 

Sadye  F.  Adelson,  Consumer  and  Food  Economics  Research 
Division,  ARS,  USDA 

3:15  INTERMISSION 

3:30  Report  from  the  President's  Council  on  Aging 

Warren  Roudebush,  Staff  Director,  President’s  Council  on  Aging,  HEW 

4:15  An  Action  Program  for  the  Rural  Aged 

Don  Hayworth,  Office  of  Rural  Areas  Development,  USDA 

5:15 


ADJOURNMENT 


Thursday,  November  21 


9:30 

10:15 

11:00 

11:15 

12:00  - 

1:30 

2:00 

2:30 


FAMILY  LIVING  SESSIONS  (continued) 

FREER  GALLERY  OF  ART  AUDITORIUM 

OUTLOOK  FOR  CONSUMER  GOOD6  AND  SERVICES  (continued) 

Helen  Turner,  Assistant  Director,  Division  of  Home  Economics, 
FES,  USDA,  Chairman 


Clothing 

Virginia  Britton,  Consumer  and  Food  Economics  Research 
Division,  ARS,  USDA 

Transportation 

Lucile  F.  Mork,  Consumer  and  Food  Economics  Research 
Di vision,  ARS,  USDA- 

INTERMISSION 

Medical  Care 

Jean  L.  Pennock,  Consumer  and  Food  Economics  Research 
Division,  ARS,  USDA 

1:30  LUNCH  PERIOD 


Thursday  Afternoon 


HOUSING 

Irene  H.  Wolgamot,  Assistant  to  the  Director,  Consumer  and  Food 
Economics  Research  Division,  ARS,  USDA,  Chairman 

Present  Day  Housing  of  U,  S.  Families 

Emma  G.  Holmes,  Consumer  and  Food  Economics  Research 
Division,  ARS,  USDA 

Supplies  and  Prices 

Mary  Jane  Ellis,  Consumer  and  Food  Economics  Research 
Division,  ARS,  USDA 

INTERMISSION 


2:45 


Thursday  Afternoon 
FAMILY  LIVING  SESSIONS  (continued) 

FREER  GALLERY  OF  ART  AUDITORIUM 
OUTLOOK  FOR  CONSUMER  GOODS  AND  SERVICES  (continued) 

PANEL  DISCUSSION  — Community  Aspects  of  Housing 

Flora  Hatcher,  Assistant  to  the  Administrator  for  Consumer 
and  Community  Group  Relations,  HHF A 

Louis  D.  Malotky,  Director,  Rural  Housing  Loan  Division, 
FHA,  US  DA 

Henry  A.  Palm,  Director,  Soil  and  Water  Loan  Division, 

FHA,  US  DA 

Robert  G,  Yeck,  Agricultural  Engineering  Research  Division, 
ARS,  US  DA 

Evelyn  Seversen,  Extension  Housing  Specialist,  Home 
Development,  Arkansas 


5:00 


ADJOURNMENT 


STATE  DELEGATES 


ALABAMA 

Mr.  Foy  Helms 
Miss  Elizabeth  Bryan 

ALASKA 

None 

ARIZONA 

Dr.  Clarence  Edmond 

ARKANSAS 
Mr.  Clay  Moore 
Mrs.  Crystol  C,  Tenborg 

CALIFORNIA 

Dr.  G.  Alvin  Carpenter 

COLORADO 

None 

CONNECTICUT 

Mr.  Thomas  Morrison 

DELAWARE 
Mr.  W.  T.  McAllister 
Miss  Coral  Morris 

FLORIDA 

Dr.  C.  C.  Moxley 
Miss  Eloise  Johnson 

GEORGIA 
Mr.  Paul  Bunce 
Miss  Lora  Laine 

HAWAII 

Dr.  Jack  Ishida 

IDAHO 

Dr.  R.  Wayne  Robinson 
Miss  Hilda  Frederick 

ILLINOIS 
Mr.  L.  H.  Simerl 
Mr.  Duane  Erickson 
Miss  Glenda  Pifer 


INDIANA 

Mr.  Ronald  Bauman 
Mr.  J.  Carroll  Bottum 

IOWA 

Dr.  Lee  Kolmer 
Mrs.  Marcena  Ver  Ploeg 

KANSAS 

Dr.  Ouentin  Banks 

KENTUCKY 

Mr.  Wilmer  Browning 
Miss  Frances  Stallard 

LOUISIANA 
Mr.  Walter  D.  Curtis 
Mrs.  Verna  D.  Guillory 

MAINE 

Mr.  Lewis  E.  Clark 
Mrs.  Mary  V.  Holt 

MARYLAND 

Dr.  Ray  A.  Murray 
Mrs.  Judith  A.  Pheil 
Miss  Virginia  McLuckie 

MASSACHUSETTS 
Mr.  Ellsworth  W.  Bell 
Dr.  John  Blackmore 
Miss  Barbara  Higgins 

MICHIGAN 

Mr.  John  Ferris 
Miss  Lucile  Ketchum 
Miss  Anita  McMillen 

MINNESOTA 

Mr.  Paul  R.  Hasbargen 
Miss  Mary  Ryan 

MISSISSIPPI 

Dr.  Rupert  Johnston 
Miss  Sarah  Fountain 


MISSOURI 

Mr.  Clarence  E.  Klinger 
Mr.  Edward  Wiggins 
Mr.  Dave  Harrington 
Miss  Alice  Mae  Alexander 

MONTANA 
Mr.  John  Bower 

NEBRASKA 

Dr,  Everett  E„  Peterson 
Mrs.  Clara  Leopold 

NEVADA 

Mr.  William  Neely 

NEW  HAMPSHIRE 
Mr.  Silas  B,  Weeks 

NEW  JERSEY 
Mr.  John  W.  Browning 
Mr.  Frederick  A.  Perkins 
Miss  Jean  F,  Judge 
Mr.  John  M.  Hunter 

NEW  MEXICO 
Mr.  W.  Y.  Fowler 

NEW  YORK 
Mr.  B,  A.  Dominick 
Mr.  R,  B.  How 
Mr.  A.  E.  Shapley 
Mr.  J,  S.  Tobey 
Mrs.  Clara  M.  Wendt 
Mr.  Roger  G,  Murphy 
Miss  Ruth  A.  Hodgson 
Miss  Gwen  Bymers 
Miss  Karen  Mars 
Miss  E,  Irene  Downey 

NORTH  CAROLINA 
Dr.  Robt.  L.  Johnstone 
Mr.  Chas.  Brooks 
Mrs.  Katherine  S.  Riggle 
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NORTH  DAKOTA 
Mr.  Harry  Anderson 
Mr.  Gene  Crewdson 

OHIO 

Mr.  Gene  Futrell 
Miss  Mabel  Spray 

OKLAHOMA 

Mr.  R.  E.  Daugherty 
Mrs.  Evelyn  Nantz 

OREGON 

Mr.  Marion  Thomas 

PENNSYLVANIA 
Miss  Helen  Bell 
Mr.  Charles  W.  Porter 
Mr.  James  T.  Hall 

PUERTO  RICO 
Mr.  Roberto  Lefebre- Munoz 
Mrs.  Zulma  Buxo  Roig 

RHODE  ISLAND 
Mr.  Niels  Rorholm 
Mr.  John  L.  Rego 


SOUTH  CAROLINA 
Dr.  M.  C.  Rochester 
Mrs.  Betty  P.  Watkins 

SOUTH  DAKOTA 
Mr.  Art  Anderson 
Mrs.  Lila  Dickerson 


VERMONT 
Mr.  Fred  C.  Webster 
Mrs.  Faith  Prior 


VIRGINIA 

Dr.  Gene  McMurtry 
Dr.  D.  Upton  Livermore 
Mr.  James  M.  Moore 
Dr.  Wm.  R.  Luckham 
Miss  Amelia  H.  Fuller 
Miss  Jo  Anne  Barton 


WYOMING 

Mrs.  Eleanor  Cockrane 
Mr.  Bob  Frary 


TENNESSEE 

Mr.  Eugene  Gambill 
Miss  La  Verne  Farmer 

TEXAS 

Mr.  John  G.  McHaney 
Mrs.  Wanda  Meyer 
Mr.  D.  H.  Seastrunk 

UTAH 

Mr.  Paul  Grimshaw 


WASHINGTON 
Mr.  Karl  Hobson 

WEST  VIRGINIA 

Dr.  W.  W.  Armentrout 
Miss  Hilda  Dailey 

WISCONSIN 
Mr.  Roger  G.  Johnson 
Miss  Louise  A.  Young 
Miss  Louise  S.  Archbold 
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ALABAMA 

HOTEL 

KENTUCKY 

HOTEL 

Elizabeth  L.  Bryan 

Harrington 

. Wilner  Browning 

Harrington 

Foy  Helms 

Harrington 

Frances  Stallard 

Harrington 

ARIZONA 

LOUISIANA 

"Clarence  Edmond 

Harrington 

• W.  D.  Curtis 

Harrington 

Verna  D.  Guillory 

Harrington 

ARKANSAS 

MAINE 

Clay  R.  Moore 

Harrington  - 

Lewis  E.  Clark 

Harrington 

Crystol  Tenborg 

Harrington 

Mary  V.  Holt 

Harrington 

CALIFORNIA 

MARYLAND 

G.  Alvin  Carpenter 

Harrington 

Ray  A.  Muray 

Home  Address 

Judith  A.  Pheil 

Home  Address 

CONNECTICUT 

Leslie  F,.  S^ico 

Home  Address 

Thomas  C.  Morrison 

Harrington 

VtV.  ■ : *.  •. 

MASSACHUSETTS 

DELAWARE 

E.  W.  Bell 

Washington 

Willard  T.  McAllister 

John  Blackmore 

Mayflower 

Coral  K.  Morris 

Willard 

Barbara  Higgins 

Harrington 

FLORIDA  . 

' . ... 

MICHIGAN' 

C.  C.  Moxley 

Harrington 

John  Ferris 

Harrington 

Eloise  Johnson 

Lucile  Ketchum 

Washington 

... 

Anita  McMillan 

Harrington 

GEORGIA  ...... 

Paul  ,C  . • Bunce 

Harrington  . 

MINNESOTA 

Lora  Laine  . 

Harrington  ", 

Harold  C.  Pederson 

Harrington 

.“.j !'./■' ■ " , 

Mary  Ryan 

Willard 

HAWAII 

Paul  R.  Hasbargen 

Jack  Ishida 

Harrington 

Shiru  Take! 

^330  Hartwick 

MISSISSIPPI 

College  Pk,  Md. 

Sarah  Fountain 

Harrington 

IDAHO 

Rupert  Johnston 

Harrington 

Hilda  Frederick 

Harrington 

R.  Wayne  Robinson 

MISSOURI 

Alice  Mae  Alexander 

Harrington 

ILLINOIS 

David  N.  Harrington 

Harrington 

Duane  Erickson 

Willard 

C.  E.  Klingner 

Harrington 

Glenda  Pifer 

Willard 

K.  E.  Miller 

Harrington 

L.  H.  Simerl 

Willard 

Edward  Wiggins 

Harrington 

INDIANA 

MONTANA 

R.  H.  Bauman 

Harrington 

John  C.  Bower 

Harrington 

J . Carroll  Bottum 

Harrington 

Elkin  M.  Minter 

Harrington 

NEBRASKA 

0.  S DEPT-  OF  AGRHWlflHW 

Everett  Peterson 

IOWA 

Clara  N.  Leopold 

^ATltTWAL  W ■Washington 

Leo  Kolmer 

Harrington 

FLB2  61S64 

Marcena  VerPloeg 

NEVADA 

KANSAS 

William  V.  Neely 

CUHHEKT  3EK& 

Quentin  Banks 

Harrington 

Margaret  Koenig 

- ‘ '■ 

NEW  HAMPSHIRE 

Silas  B.  Weeks 

HOTEL 

Harrington 

NEW  JERSEY 

John  W.  Carncross 
George  W.  Luke 

John  M.  Hunter 

Jean  F.  Judge 

Washington 
Sheraton  Park 
Washington 
Washington 

NEW  YORK 

Gwen  Byrne rs 

E.  Irene  Downey 

Ruth  Hodgson 

Karen  C.  Mars 

Roger  Murphy 

Allen  E . Shapley 

Clara  M.  Wendt 

Harrington 

Harrington 

Harrington 

Harrington 

Harrington 

Harrington 

Harrington 

NORTH  CAROLINA 

R.  Charles  Brooks 

Joe  S.  Chappell 
Genevieve  Greenlee 

R.  L.  Johnstone 
Katherine  Riggle 

Harrington 

Harrington 

Harrington 

Harrington 

Harrington 

NORTH  DAKOTA 

Harry  G.  Anderson 

B.  G.  Crewdson 

Harrington 

Ambassador 

OHIO 

Gene  Futrell 

Mabel  Spray 

Harrington 

OKLAHOMA 

Bob  Daugherty 

Evelyn  Nanta 

Luther  Twee ten 

Harrington 
Arlington,  Va. 
Hamilton 

PENNSYLVANIA 

Helen  E.  Bell 

James  T.  Hall 

Charles  W.  Porter 

Washington 

Washington 

Washington 

PUERTO  RICO 

Roberto  Lefebre-Munoz 
Zulma  Buxo  de  Roig 

Harrington 

Harrington 

RHODE  ISLAND 

Charles  Gratto 

Harrington 

SOUTH  CAROLINA 

HOTEL 

W.  J.  Lanhara 

Harrington 

M.  C.  Rochester 

Harrington 

Betty  P.  Watkins 

Harrington 

SOUTH  DAKOTA 

Lila  B.  Dickerson 

Harrington 

Art  Anderson 

Harrington 

TENNESSEE 

LaVerne  Farmer 

Willard 

Tom  Whatley 

Washington 

TEXAS 

John  G.  McHaney 

Harrington 

Wanda  Meyer 

Harrington 

D.  H.  Seastrunk 

Harrington 

Ed  Uracek 

Harrington 

UTAH 

Paul  R.  Grimshaw 

Harrington 

VERMONT 

Faith  Prior 

Harrington 

Fred  C.  Webster 

Harrington 

VIRGINIA 

Jo  Anne  Barton 

Harrington 

Amelia  H.  Fuller 

Harrington 

Bernard  Hoffner 

Harrington 

D.  Upton  Livermore 

Harrington 

W.  R.  Luckham 

Harrington 

Gene  McMurtry 

Harrington 

WASHINGTON 

Karl  Hobson 

Harrington 

WEST  VIRGINIA 

Hilda  Dailey 

Harrington 

Homer  C.  Evans 

Harrington 

WISCONSIN 

Louise  S.  Archbold 

Washington 

Roger  G.  Johnson 

Washington 

Louise  Young 

Washington 

WYOMING 

Robert  F.  Frary 

Harrington 

Helen  Miller 

Harrington 

J.  W.  Slade,  Jr. 

Harrington 
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Embas  sie  s 


George  G.  Aducayex,  Jr. 
Joshua  Bernhardt 

Murray  Collins 

C.  S.  Elliot 

A.  F.  Knudsen 

Poedji  Koentarso 

C.  C.  Lawrence 

Stephen  McDonogh 

G.  A.  Onyegbula 

Leslie  Osborne 

R.  Radulovic 

G.  Racutanu 

Wilhelm  Schoel 

I.  P.  Singh 

Mihailo  Stevovic 

Federal  Reserve  Banks 

Philippine 

Puerto  Rico 

Australian 

Australian 

Danish 

Indonesian 

British 

Irish 

Nigerian 

British 

Yugoslav 

Rumanian  Legation 

German 

Indian 

Yugoslav 

Miss  Sada  L.  Clarke 

Ray  J.  Doll 

Richard  J.  Herder 

Leon  F.  Hesser 

Claude  I.  Hummel 

Arthur  H.  Kantner 

Clifton  B.  Luttrell 

Harry  R.  Mitiguy 

J.  Z.  Rowe 

Roby  L.  Sloan 

Donald  Snodgrass 

James  T.  Timberlake 

Business  Firms 

Richmond 

Kansas  City 

Minneapolis 

Kansas  City 

Cleveland 

Atlanta 

St.  Louis 

Boston 

Dallas 

Chicago 

San  Francisco 

Boston 

Duane  R.  Arment 

A.  Dewey  Bond 

Norman  M.  Coats 

D.  H.  Danbert 

M.  Elberty 

Richard  G.  Evans 

Caterpillar  Tractor  Company 
American  Meat  Institute 
Ralston  Purina  Company 

J.  I.  Case  Company 

Hayden  Stone  & Company 

Cities  Service  Res.  & Dev.  Co, 
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Business  Firms  (Cont'd.) 


Don  B.  Ferguson 
L.  S,  Fife 
R.  J,  Foote 
Irving  Hankin 
George  Hunt 
Allen  O.  Johnson 
Robert  Keeton 
Silvio  De  Azevepo  Lima 
Patrick  J.  Luby 
R.  J.  McFarlane 
Richard  A,  Nelson 
Lennnart  A.  Palme,  Jr, 
Edward  Porco 
Dene  H.  Pruett 
Richard  W.  Seehafer 
Roger  Toussaint 
George  L.  Viles 
W.  F.  Watkins 
Robert  Wilkes 
E.  William  Bunkers 


Swift  & Company 

International  Harvester  Company 

COMCO 

Merrill  Lynch,  Pierce  Fenner 
Connell  Rice  & Sugar  Company 
American  Meat  Institute 
Proctor  & Gamble  Company 
Brazilian  Coffee  Institute 
Oscar  Mayer  & Company 
Massey  Ferguson 
Armour  & Company 
Verne  County  Land  Company 
E.  F.  Hulter  & Co. 

Kern  County  Land  Company 
Allis -Chalmers  Mfg.  Company 
Hales  & Hunter  Company 
Kern  County  Land  Company 
Olin  Mathieson  Chemical  Company 
Scudder,  Stevens  & Clark 
Long  street- Abbott 


Government 


Joseph  M.  Conrad 

U. 

s. 

Bart  J.  Crivella 

U. 

s. 

Vincent  W.  Evans 

U. 

s. 

Robert  Fulton 

u. 

s. 

Warder  B.  Jenkins 

u. 

s. 

Shandon  D.  Knape 

u. 

s. 

Emanuel  Melichar 

u. 

s. 

Arthur  G.  Peterson 

u. 

s. 

Ralph  Russell 

u. 

s. 

Dept,  of  Commerce 
Dept,  of  Commerce 
Agency  for  International  Dev. 
Dept  of  Interior 
House  A.pprop.  Committee 
Dept  of  Commerce 
Federal  Reserve  Board 
Fish  & Wildlife  Service 
Dept,  of  Interior 


Other 


Billy  Joe  Bond 

Bill  Brantley 

K.  D.  Butler 

Dan  Cain 

P.  W.  Clement 

Mrs.  Eleanor  S.  Daniel 

G.  T.  Dowdy 

E.  S.  Eaton 


Tennessee  Valley  Authority 
Successful  Farming  Magazine 
Consultant  - Ithaca,  New  York 
Doane  Agricultural  Service 
Canada  Dept  of  Agriculture 
Mutual  of  New  York 
Tuskegee  Insitute 
Canada  Dept  of  Agriculture 
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Other  (Cont’d. ) 


Walter  B.  Garver 
John  J.  Haggerty 
Thomas  E.  Hall 
Bruce  J.  Hendrickson 
Hal  Herd 
Edith  Hirsch 

C.  Milton  Jaycox 
Paul  G.  Justis 
Arvid  C.  Knudtson 
Jim  Lilly 
Robert  Lorens 

M.  D.  McGregor 
Loren  H.  Osman 
Sergio  I.  Pinto 
Ray  Reiman 
Nic  Spallas 
Robert  R.  Stone,  Jr. 
Norman  R.  Urquhart 
George  Wells 

D.  B.  Williams 
Voe  L.  Williams 


U.  S.  Chamber  of  Commerce 
Box  357,  Route  #1,  Oakton,  Va. 
Central  Bank  for  Cooperatives 
National  Federation  of  Grain  Coop. 
The  Nashville  Tennessean 
Self-employed  n 

C & P Telephone  Company 
Doane  Agricultural  Service 
Wisconsin  Council  of  Agriculture 
Prairie  Farmer 
Roanoke  College 
Bank  of  America 
Milwaukee  Journal 
Pan  American  Union 
Farm  Business,  Inc. 

Wisconsin  Cheesemakers 
Nat.  Assoc.  Margarine  Manuf. 

First  National  City  Bank 
National  Cotton  Council 
Scientific  Liaison  - Dupont  Circ.Bldg. 
National  Cotton  Council 
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TURBULENCE  IN  THE  CRYSTAL  BALL 

Talk  by  Charles  S.  Murphy,  Under  Secretary  of  Agriculture 
at  the  1+Lst  Annual  Agricultural  Outlook  Conference 
Washington,  D.  C.,  9:^-0  A.M. , Monday,  November  l8,  1963 


The  reason  my  comments  are  titled  as  they  are  on  the  program  is  as 
follows:  I was  asked  to  talk  on  "the  role  of  outlook  information  in 
the  development  and  administration  of  commodity  programs  of  the 
Department  of  Agriculture."  So,  I began  to  think  about  that  subject. 

I began  to  think  about  the  outlook  as  we  have  seen  it  in  the  past  few 
weeks  and  what  might  be  ahead  for  our  commodity  programs. 

The  more  I thought  about  it,  the  more  it  looked  as  though  we  were 
going  to  have  a lively  time.  Maybe  we  were  going  to  sell  a lot  of 
wheat  to  Russia  and  maybe  we  were  not.  Maybe  we  are  going  to  have  some 
new  cotton  legislation  and  maybe  we  are  not.  A widespread  drought  might 
cut  into  production  seriously,  and  then  it  might  not.  We’re  having  a 
516  pound  per  acre  yield  of  cotton  this  year  --  10  percent  more  than  ever 
before.  Is  it  really  because  a hard  freeze  killed  the  boll  weevils  last 
winter,  or  is  there  some  other  reason  for  it?  Hurricane  Flora  hovered 
over  Cuba,  and  the  price  of  sugar  started  going  through  the  roof.  The 
pecan  crop  this  year  is  four  times  as  large  as  last  year's  crop.  The 
Dutch  have  been  buying  butter  from  CCC.  The  law  says  we  are  to  have 
support  prices  for  wheat  next  year  at  50  percent  of  parity  --  which  is 
about  $1.25  a bushel.  Maybe  we're  going  to  have  only  a 10  million 
bushel  carryover  of  soybeans.  Then,  of  course,  there's  always  the  box 
car  shortage. 

When  I replied  that  my  talk  ought  to  be  entitled  "Turbulence  in 
the  Crystal  Ball,"  I was  only  joking,  but  maybe  it's  not  really  funny. 
There  do  seem  to  be  an  unusually  large  number  of  uncertainties  in  the 
picture  for  the  year  ahead.  I am  very  thankful  indeed  that  we  have 
outlook  information  to  help  us  plan  how  to  meet  them. 

In  a way,  I'm  talking  to  you  about  how  a lawyer  gets  along  with 
the  economists.  You  know  these  two  professions  have  right  much  in 
common,  and  economics  has  a fascination  for  many  lawyers.  I have  known 
lawyers  who  gave  up  the  practice  of  law  and  took  formal  training  in 
economics  and  became  full  time  practicing  economists.  Some  people  would 
be  unkind  enough  to  say  that  in  so  doing  they  raised  the  average  level 
of  intelligence  in  both  professions. 
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Seriously,  the  Department  of  Agriculture  itself  is  the  largest  user 
of  outlook  information.  We  recognize  the  importance  of  the  decisions  we 
make  in  commodity  programs.  We  know  that  these  decisions  substantially 
affect  the  lives  and  fortunes  of  millions  of  people  --on  the  farm  and 
off  the  farm.  And  we  believe  thoroughly  that  it  is  our  duty  to  make 
these  decisions  in  the  light  of  the  best  information  it  is  possible  for 
us  to  obtain.  We  believe  the  information  we  obtain  from  the  economists 
and  statisticians  of  the  Department  of  Agriculture  is  the  best  in  the 
world.  And  it’s  getting  better  all  the  time.  They  cannot  always 
foretell  the  future,  of  course,  but  they  are  right  so  many  times  it's 
uncanny . 

One  of  our  cardinal  objectives  is  to  preserve  the  integrity  and 
objectivity  of  the  process  of  gathering  and  analyzing  outlook  information. 
I never  undertook  to  tamper  with  it  but  one  time  --  and  I must  tell  you 
about  that.  My  personal  physician  here  in  Washington  owns  a tobacco 
farm  down  on  the  Chesapeake  Bay.  Being  a doctor,  he  can  afford  it.  A 
couple  of  years  ago  I received  a letter  from  him  complaining  about  all 
the  crop  reporting  questionnaires  the  Government  was  asking  him  to  fill 
out  about  his  farm.  I referred  the  letter  to  SRS,  and  they  prepared  a 
lengthy  reply  explaining  the  importance  of  being  a farm  reporter  and 
suggesting  that  he  should  be  flattered  at  having  been  chosen  to  be  one 
--  and  that  he  should  keep  on  filling  out  the  forms  and  sending  them  in. 

Well,  I knew  my  doctor  and  I knew  he  wasn't  going  to  like  that.  So, 
instead  of  signing  the  letter,  I wrote  a note  on  the  bottom  of  it  saying 
it  was  an  official  reply  that  had  been  prepared  for  my  signature,  but 
that  my  personal  advice  to  him  was  when  he  received  the  questionnaires, 
to  throw  them  in  the  waste  basket.  Then  I sent  it  on  to  the  doctor. 

Harry  Trelogan  has  never  forgiven  me  for  this,  but  after  all  the  man  was 
my  doctor  and  I'm  at  his  mercy. 

The  use  of  outlook  information  in  commodity  programs  is  not  a simple 
and  easy  thing.  The  administrative  officials  in  this  Department  have  a 
workload  which  in  terms  of  volume  is  incredible.  They  don't  have  enough 
time  for  study  and  reflection.  On  the  other  hand,  I believe  we  would 
all  agree  that  only  the  administrative  officials  can  properly  make  the 
vital  program  decisions.  If  the  economists  get  too  deeply  involved  in 
this,  they  might  even  lose  their  objectivity.  What  we  have  sought  is 
to  develop  a system  through  which  regular  and  intelligent  use  is  made 
of  economic  information  and  analysis  in  the  decision  making  operations 
of  the  Department.  Frankly,  I'm  quite  proud  of  the  extent  to  which  we 
have  been  able  to  do  this.  We  still  have  room  left  for  improvement,  of 
course,  and  we  are  still  working  at  it. 

As  you  all  know,  economic  policy  is  critical  in  the  operation  of 
this  Department.  Fortunately,  we  have  an  extremely  able  group  of 
economists  in  the  Department.  Our  problem  has  been  how  to  use  them 
most  effectively.  If  you  scatter  them  out  among  the  operating  agencies, 
they  tend  to  lose  touch  with  each  other,  their  work  suffers,  and  soon 
you  may  have  instead  of  a cohesive  economic  policy  a number  of  separate 
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and.  inconsistent  economic  policies  --  none  of  -which,  are  very  responsive 
to  the  policies  of  the  Secretary.  On  the  other  hand,  if  you  group  all 
the  economists  together,  there  is  a tendency  for  them  to  lose  touch 
with  the  operating  agencies;  and  while  you  might  have  the  finest  "body 
of  economic  policy  in  the  world,  it  might  have  very  little  influence  on 
the  actual  course  of  events. 

We  have,  naturally,  undertaken  to  have  the  test  of  both  worlds.  We 
have  a relatively  small  number  of  economists  attached  directly  to  the 
operating  agencies.  Then  we  have  the  other  economists  and  statisticians 
grouped  in  strong,  separate  agencies  --  ERS  and  SRS.  To  help  deal  with 
the  problem  of  communications,  both  lateral  and  vertical,  the  Director 
of  Agricultural  Economics  set  up  the  Staff  Economists  Group.  You  might 
say  that  these  able  gentlemen  interpret  us  to  the  research  economists 
and  vice-versa.  Also,  they  insulate  the  research  agencies  to  some  extent 
from  our  blandishments. 

Additionally,  we  have  a number  of  standing  staff  committees  and 
ad  hoc  task  forces  where  men  from  the  research  agencies  and  from  the 
appropriate  operating  agencies  work  together  on  estimates,  projections, 
the  interpretation  of  data,  and  the  like.  Then  we  have  a clearance 
system  under  which  recommendations  from  the  operating  agencies  are 
checked  with  the  office  of  the  Director  of  Agricultural!  Economics.  He 
does  not  have  a veto  power  but  he  does  have  the  right  and  obligation  to 
raise  questions  --  which  he  frequently  does  --  and  to  make  recommendations. 
This  system  seems  to  be  working  well.  The  operating  agencies  have  been 
a little  restive  about  it  at  times.  Like  some  of  the  rest  of  us,  when 
they  have  reached  a conclusion,  they  are  reluctant  to  run  the  risk  of 
having  it  upset  by  the  facts.  However,  they  have  found  that  when  a paper 
gets  to  my  desk  that  should  have  Dr.  Cochrane's  initials  on  it  but 
doesn't,  I'm  going  to  send  it  to  him  anyway,  so  they  usually  take  it 
there  first.  Verily,  we  are  all  one  big  happy  family. 

For  the  big  issues,  we  don't  rely  on  the  routine  use  of  the  clearance 
machinery.  We  have  full  dress  discussions,  sometimes  very  lengthy, 
usually  very  lively,  in  which  we  do  our  best  to  look  at  all  the  angles. 

For  the  purpose  of  these  discussions,  we  have  developed  techniques  which 
I believe  to  be  helpful.  First,  I should  say  perhaps  that  many  of  the 
major  economic  decisions  come  before  the  Board  of  Directors  of  CCC  in 
the  regular  course  of  its  business.  This  is  the  case  in  fixing  price 
support  levels,  for  example.  Here  the  law  specifies  the  economic  factors 
to  be  taken  into  account  in  fixing  the  support  price.  However,  in  the 
case  of  most  commodities,  it  doesn't  say  how  these  factors  are  to  be 
taken  into  account,  which  as  you  can  well  see  leaves  a certain  amount  of 
administrative  discretion.  These  issues  with  the  supporting  data  and 
economic  analysis  are  brought  before  the  CCC  Board  in  dockets  prepared 
primarily  by  the  operating  agencies  administering  the  respective  programs 
involved,  but  with  the  assistance  of  the  research  and  staff  economists. 

The  Board,  as  you  know,  makes  recommendations  to  the  Secretary  which  he 
sometimes  accepts  and  sometimes  does  not. 
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Other  kinds  of  questions , typically  recommendations  as  to  legislation 
do  not  come  before  the  CCC  Board  as  such  --  although  they  are  considered 
by  much  the  same  groups  of  Department  personnel.  Here  we  have  a staff 
paper  developed  by  a team  from  the  research  and  operating  agencies.  We 
have  found  it  very  useful  to  have  comparative  estimates  of  the  results 
that  would  be  obtained  under  various  alternatives  — as,  for  example, 
under  existing  law  compared  with  each  of  several  new  legislative  proposals 
We  ask  that  these  estimates  show  particularly  three  things  — effect  on 
farm  income,  effect  on  Government  costs,  and  effect  on  surplus  stocks  or 
carryover.  Using  the  same  basic  assumptions  for  each  alternative  program, 
we  believe  that  in  this  manner  we  get  a valid  basis  for  comparing  their 
merits.  While  the  nature  of  the  business  is  such  there  must  be  a 
considerable  allowance  for  variance  between  estimates  and  actual  results, 
our  people  have  been  able  to  give  us  estimates  that  have  been  surprisingly 
close  to  what  actually  happened.  In  any  event,  the  principal  variants 
affect  each  of  the  alternatives  in  much  the  same  way  and,  therefore,  do 
not  impair  the  validity  of  the  comparisons. 

It  is  surprising  how  many  arguments  we  have  been  able  to  stop  by 
using  this  system.  A fellow  finds  it  pretty  hard  to  defend  a program 
that  is  going  to  cost  the  Government  more  and  return  the  farmer  less. 

Our  .progress  in  developing  this  system  has  been  somewhat  uneven  for  the 
various  commodities;  but  now  we  have  it  pretty  well  refined  for  the 
commodities  that  are  principally  in  the  Congressional  eye  --  cotton, 
feed  grains,  wheat,  and  milk. 

These  estimates  and  the  stated  assumptions  on  which  they  are  based 
are  subjected  to  discussions  with  policy  officials  wherein  various 
other  relevant  ingredients  are  added  --  such  as  Federal  budget  outlooks, 
legislative  outlooks,  and  sundry  other  sociological  aspects.  These  are 
matters  which  must  be  considered,  but  for  which  we  cannot  and  should  not 
hold  our  research  agencies  responsible.  These  discussions  are  very 
frank,  quite  stimulating,  and  it  is  my  impression  that  the  participants 
enjoy  them.  I know  I do. 

Finally,  having  gone  through  all  these  procedures,  the  time  comes 
when  we  can't  put  off  the  decisions  any  longer  and  we  go  ahead  and  make 
them  as  best  we  can. 

Let  me  close  by  saying  I am  very  glad  to  have  had  this  opportunity 
to  discuss  our  operations  with  you. 

Now,  as  I return  to  the  crystal  ball,  I see  outlook  saying  we  might 
well  use  some  more  soybeans  next  year.  So  that  naturally  raises  a 
question  as  to  whether  the  support  price  should  be  changed.  Then,  I 
see  outlook  saying  the  cotton  carryover  is  going  up  1^-  million  bales 
this  year  --  although  the  acreage  allotment  is  already  at  the  statutory 
minimum.  This  also  raises  an  inescapable  question  about  the  support 
price.  Next,  I see  outlook  saying  the  carryover  of  flue-cured  tobacco 
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is  going  up  sharply  for  the  second  year  in  a row.  Here  the  support  price 
is  fixed  precisely  by  a statutory  formula^  and  the  only  place  a meaningful 
adjustment  can  be  made  is  in  the  acreage  allotment.  The  law  requires 
this  acreage  allotment  to  be  fixed  by  the  first  of  December,,  which  is 
less  than  two  weeks  away.  Some  of  the  stormy  weather  in  the  crystal 
ball  is  right  close  at  hand. 

I hope  you  will  wish  for  us  a safe  journey. 


THE  AGRICULTURAL  OUTLOOK  FOR  1964 


by 

C.  Kyle  Randall,  Economic  Research  Service 
assisted  by 

Elizabeth  Hight,  Agricultural  Marketing  Service 
Clarence  M.  Purves,  Foreign  Agricultural  Service 
Jean  L.  Pennock,  Agricultural  Research  Service 
Melvin  L.  Upchurch,  Economic  Research  Service 
Robert  L.  Tontz,  Economic  Research  Service 
Robert  E.  Olson,  Economic  Research  Service 


“Well  in  our  country,”  said  Alice  still  panting  a little,  “you’d  generally  get  to 
somewhere  else — if  you  ran  very  fast  for  a long  time,  as  we’ve  been  doing.” 

“A  slow  sort  of  a country!”  said  the  Queen.  “Now,  here,  you  see,  it  takes  all  the 
running  you  can  do  to  keep  in  the  same  place.  If  you  want  to  get  somewhere  else,  you  must 
run  at  least  twice  as  fast  as  that!” 

As  far  as  I know  Lewis  Carroll  had  no  connection  with  anything  even  remotely 
resembling  an  Outlook  Conference.  Nevertheless,  this  bit  of  dialogue  between  Alice  and 
the  Red  Queen  from  Through  the  Looking  Glass  strikes  me  as  a fitting  introduction  to 
the  Agricultural  Outlook  for  1964. 

Despite  the  prospects  for  continued  expansion  in  general  economic  activity  and 
record-high  value  of  exports  of  U.  S.  farm  products,  farm  income  is  likely  to  be  lower 
in  1964.  The  key  to  this  paradoxical  situation  is  wheat.  With  marketing  quotas  not 
in  effect  for  the  first  time  since  1953  both  cash  receipts  and  Government  payments  for 
wheat  will  be  sharply  lower  in  1964.  This,  in  combination  with  the  expected  increase 
in  farm  production  expenses  which  seem  to  be  as  inevitable  as  death  and  taxes,  points 
to  a decline  in  realized  net  farm  income.  However  the  per  capita  personal  income 
of  the  farm  population  from  all  sources  may  be  about  as  high  as  the  record  high  this 
year. 


The  outlook  for  total  farm  income  is  highly  dependent  on  wheat  and  the  crystal 
ball  is  very  cloudy  as  far  as  this  commodity  is  concerned.  The  thickest  cloud  is 
the  question  of  the  kind  of  program  that  will  be  in  effect  for  the  1964  wheat  crop.  This 
statement  assumes  that  there  will  be  no  marketing  quotas  and  that  the  price  support  will 
be  at  50  percent  of  parity  for  those  producers  who  comply  with  their  allotments.  If  some 
other  program  involving  higher  levels  of  price  support  and/or  payment  is  in  effect  for 
wheat,  the  outlook  will  be  improved.  Two  other  factors  now  unclear  are  the  size  of  the 
1964  wheat  crop  and  the  extent  to  which  the  proposed  sale  of  wheat  to  the  Soviet  Bloc 
is  consummated. 
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Figure  1 

In  addition  to  the  usual  assumption  of  average  growing  conditions,  this  statement 
assumes  no  change  in  present  farm  programs  for  wheat,  cotton  and  dairy  products, 
and  successful  completion  of  the  negotiations  for  sales  of  wheat  and  other  commodities 
to  the  Soviet  Bloc. 

This  year  realized  gross  farm  income  is  running  at  a slightly  higher  rate  than  the 
$40.8  billion  of  1962.  However,  farm  production  expenses  are  expected  to  total  $28.8  bil- 
lion— $600  million  higher  than  in  1962.  As  a result,  realized  net  farm  income  is  likely 
to  be  around  3 percent  below  th  $12.6  billion  in  1962. 

Cash  receipts  for  1964  may  be  down  only  a little  from  this  year.  The  sharp  drop 
in  cash  receipts  from  wheat  will  be  partly  offset  by  increases  in  receipts  from  other 
crops,  but  total  cash  receipts  from  crops  may  be  down  slightly.  Cash  receipts  from 
livestock  will  be  a little  higher  than  this  year  with  small  increases  for  all  3 of  the  major 
commodity  groups- -meat  animals,  poultry  and  eggs,  and  dairy  products. 

Government  payments  are  also  likely  to  be  lower  in  1964  mainly  because  the 
elimination  of  payments  for  wheat  will  more  than  offset  increased  payments  under  the 
Feed  Grain  Program. 
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In  1964  realized  gross  income  will  fall  short  of  this  year’s  figure.  Farm  produc- 
tion expenses  are  expected  to  increase  by  at  least  as  much  as  they  did  this  year  and 
possibly  more.  As  a result,  realized  net  farm  income  is  likely  to  be  lower  than  in  1963, 
perhaps  by  5 percent  or  more. 


Both  the  number  of  farms  and  farm  population  will  continue  the  declines  that  have 
been  underway  for  many  years.  In  1963  the  percentage  decline  in  the  number  of  farms 
is  about  the  same  as  the  decline  in  aggregate  realized  net  income.  On  the  basis  of  these 
preliminary  indications,  realized  net  income  per  farm  in  1963  will  be  about  the  same  as 
the  record  high  $3,414  in  1962.  Some  decline  is  forecast  for  1964. 


Per  capita  personal  income  of  the  farm  population  from  all  sources  in  1963  may 
be  around  3 percent  higher  than  the  previous  record  high  of  $1,436  in  1962— largely 
because  of  the  sharp  decline  in  farm  population.  In  1964,  the  per  capita  personal 
income  of  people  living  on  farms  from  all  sources  is  likely  to  be  about  as  high  as 
in  1963. 


Figure  2 
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The  index  of  prices  received  by  farmers  will  average  a shade  lower  this  year 
than  the  index  of  243  in  1962.  The  parity  index  is  averaging  around  311,  nearly  2 percent 
higher  than  last  year.  With  prices  received  down  a little  and  prices  paid  up,  the  parity 
ratio  for  the  year  will  average  a little  below  the  79  in  1962.  However,  because  of  the 
increased  importance  of  Government  payments  in  recent  years,  the  parity  ratio  has 
become  a less  significant  measure  of  the  farmers’ economic  situation  than  was  formerly 
true.  In  1962,  Government  payments  were  equivalent  to  nearly  5 percent  of  cash  receipts 
from  marketings.  If  the  parity  ratio  were  adjusted  to  take  account  of  this,  the  resulting 
ratio  would  be  83  rather  than  the  actual  figure  of  79. 

The  price  situation  for  1964  looks  like  more  of  the  same — that  is,  the  index  of 
prices  received  down  a little  and  the  parity  index  a little  higher  than  this  year. 

FARM  OUTPUT 

Farm  output  this  year  will  be  about  10  percent  above  the  1957-59  average,  estab- 
lishing a new  record  high  for  the  sixth  consecutive  year.  Production  of  livestock  and 
products  continues  to  increase  with  increases  in  meat  animals  and  poultry  and  eggs  more 


CROP  AND  LIVESTOCK  PRODUCTION 
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than  offsetting  a slight  decline  in  milk  production.  Crop  output  is  also  record  high  this 
year,  slightly  higher  than  last  year  and  1960.  Compared  with  1960,  cropland  used  for 
crops  is  down  5 percent  but  crop  production  per  acre  is  equal  to  the  record  high  es- 
tablished last  year.  Corn,  rice,  cotton,  peanuts,  and  dry  beans  all  established  new  record- 
high  yields  this  year.  Since  1960,  the  rise  in  crop  output  has  been  limited  by  acreage 
reductions  under  the  feed  grain  and  wheat  programs. 

In  1964,  with  average  growing  conditions  and  normal  advances  in  technology,  farm 
output  would  remain  high  and  could  easily  set  another  record.  Production  of  livestock 
and  products  is  likely  to  show  a further  increase  mainly  as  a result  of  increases  in 
cattle  and  poultry.  Higher  production  of  wheat,  soybeans,  and  sugarbeets  should  maintain 
crop  production. 


DOMESTIC  DEMAND 

Domestic  demand  will  continue  to  expand  in  1964.  Consumer  incomes  after  taxes 
are  expected  to  rise  at  least  as  much  as  the  gain  of  nearly  5 percent  this  year.  This  is 
indicated  by  prospects  for  increased  national  output  and  employment  and  possible  lower 
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personal  tax  rates  in  1964.  Consumer  expenditures  for  food  in  1963  are  running  about 
3 percent  higher  than  1962  and  a further  increase  is  indicated  for  1964.  A larger 
population,  higher  income  and  consumption  per  capita,  and  a continued  moderate  rise  in 
retail  food  prices  will  contribute  to  the  increase.  Per  capita  outlays  for  farm  products  in 
1964  are  likely  to  rise  at  least  as  much  as  in  1963.  Per  capita  consumption  of  farm 
products  is  expected  to  hold  at  the  increased  1963  rate  with  some  gains  indicated  for 
beef  and  poultry. 


GOVERNMENT  FOOD  DISTRIBUTION  ACTIVITIES 

Commercial  demand  for  food  is  supplemented  by  Government  programs  designed 
to  encourage  the  greatest  possible  use  of  our  food  abundance.  Nearly  35  million  people 
are  now  benefiting  from  these  programs.  They  include  the  School  Lunch,  Special  Milk, 
Direct  Distribution  and  Pilot  Food  Stamp  Programs.  Relative  to  total  food  distribution, 
these  programs  are  still  small.  In  1963  they  distributed  less  than  2 percent  of  total  food 
consumption. 

Both  the  School  Lunch  and  the  Special  Milk  Programs  have  grown  at  rates  exceeding 
the  growth  in  the  general  population  during  the  past  year.  A special  effort  is  underway  to 
make  the  School  Lunch  Program  more  widely  available  to  children  in  economically 
needy  areas. 

The  Pilot  Food  Stamp  Program  initiated  in  mid-1961  is  now  reaching  350,000 
people  in  43  areas  in  22  States.  Legislation  is  now  pending  in  the  Congress  to  authorize 
a continuing  food  stamp  plan  on  a gradually  expanding  basis. 

Participation  in  the  Commodity  Donation  Program  for  needy  families  has  declined 
slightly  as  a result  of  improved  economic  conditions.  Despite  the  decline,  1.2  billion 
pounds  of  food  were  distributed  to  needy  families  during  the  past  fiscal  year. 

EXPORTS  OF  FARM  PRODUCTS 

Developments  here  and  abroad  point  to  a new  record  for  U.  S.  agricultural  exports 
in  the  fiscal  year  1964.  Given  the  best  efforts  of  both  Government  and  the  trade,  and 
assuming  the  successful  negotiation  of  the  sale  of  a large  quantity  of  wheat  to  meet  the 
needs  of  the  Soviet  Bloc,  a total  value  of  exports  of  around  $6.0  billion  seems  likely.  In 
fiscal  1962-63  the  value  of  U.  S.  exports  of  farm  products  was  $5.1  billion,  about  the 
same  as  a year  earlier.  All  major  export  commodities  are  expected  to  share  in  the 
increase,  with  the  largest  gain  for  wheat,  cotton,  soybeans,  and  vegetable  oils.  Foreign 
demand  for  U.  S.  farm  products  is  supported  by  continued  strength  in  economic  activity 
abroad  and  all-time  highs  in  gold  and  dollar  holdings  in  most  countries  that  buy  U.  S. 
farm  products  for  dollars.  Reduced  production  of  some  grain  crops  and  products, 
especially  in  the  Soviet  Bloc,  and  a smaller  grain  harvest  of  lower  quality  in  Western 
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Europe  also  point  to  increased  exports.  Sales  of  U.  S.  farm  products  for  foreign 
currencies,  export  payments  to  enable  sales  of  U.  S.  farm  products  at  competitive 
world  prices,  and  U.  S.  export  market  promotion  activities  continue  to  strengthen  the 
export  market. 


EXPORTS  OF  FARM 
PRODUCTS 
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Figure  5 

Most  of  the  gain  in  exports  in  fiscal  1964  will  be  in  dollar  sales.  Total  commercial 
sales  for  dollars  may  advance  to  around  $4.2  billion  compared  to  $3.6  billion  in  fiscal 
1963.  Dollar  sales  will  account  for  around  70  percent  of  total  value  of  exports  of  farm 
products.  Exports  under  Government-financed  programs  are  estimated  at  $1.8  billion, 
20  percent  higher  than  in  fiscal  year  1963. 

If  large  sales  are  made  to  the  Soviet  Bloc,  U.  S.  exports  of  wheat,  including  flour, 
may  reach  the  undreamed  of  level  of  a billion  bushels.  This  assumes  that  specified 
classes  and  grades  will  be  available  in  sufficient  amounts  and  that  shipping  facilities  will 
be  adequate  to  handle  the  record-breaking  quantity.  This  volume  would  be  considerably 
above  last  year’s  total  of  639  million  bushels  and  the  previous  record  of  720  million 
bushels  in  1961-62.  Adverse  weather  reduced  both  the  quality  and  the  size  of  the  wheat 
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harvest  in  Western  Europe  with  most  of  the  reduction  occurring  in  France,  Italy,  and  the 
United  Kingdom.  The  decline  in  grain  production  in  the  Soviet  Union  has  been  so  well 
publicized  in  the  press  that  any  further  comment  would  be  superfluous. 

Cotton  exports  are  expected  to  total  about  5 million  bales  in  the  fiscal  year  1963-64. 
This  would  be  well  above  last  year’s  relatively  low  level  of  3.6  million  bales.  The 
reasons  for  the  expected  increase  are  an  upturn  in  mill  consumption  in  the  major 
importing  countries,  a decline  in  foreign  production  resulting  mainly  from  yields 
below  last  year’s  high  averages,  reduced  inventories  in  both  importing  and  other  ex- 
porting countries,  and  the  CCC  export  sales  program  to  enable  cotton  to  be  competitive 
in  price  with  similar  foreign  cotton. 

Exports  of  oilseeds  and  products  will  continue  to  advance  to  new  records  in  fiscal 
1964.  Exports  of  soybeans  will  increase  only  moderately  from  last  year’s  record  due  to 
a limited  supply  of  U.  S.  beans  available  for  export.  Exports  of  protein  meal  are  likely 
to  advance  to  a new  record  with  a continuing  strong  demand  in  Western  Europe.  Edible 
vegetable  oil  exports  are  expected  to  exceed  last  year’s  1.7  billion  pounds.  Both  com- 
mercial sales  for  dollars  and  shipments  under  Government-financed  programs  are  likely 
to  increase.  Production  outside  this  country  continues  to  run  below  foreign  needs. 

Exports  of  dairy  products  are  expected  to  increase  in  fiscal  1964  with  most  of 
the  gain  coming  from  larger  donations.  Tobacco  exports  are  likely  to  be  moderately 
higher.  Exports  of  animal  products  will  probably  continue  fairly  large.  Feed  grain 
exports  are  expected  to  be  near  last  year’s  record  of  over  15  million  metric  tons. 
The  export  outlook  for  rice  and  fruits  and  vegetables  is  less  favorable  than  for  fiscal 
1963. 


STOCKS  OF  FARM  PRODUCTS 

If  wheat  exports  reach  a billion  bushels,  total  wheat  carryover  on  July  1, 1964, 
would  be  nearly  a half  a billion  bushels  below  the  1.2  billion  bushels  on  hand  July  1, 
1963.  This,  would  be  only  about  half  the  record  carryover  of  1.4  billion  bushels  on 
July  1,  1961,  but  would  still  be  somewhat  larger  than  the  carryover  required  as  a 
reserve  against  a poor  crop  year  and  for  defense  purposes. 

Feed  grain  carryover  on  October  1,  1964,is  expected  to  be  around  59  million  tons. 
This  would  be  a reduction  of  3-4  million  tons  compared  to  over  9 million  tons  the 
previous  year. 


The  carryover  of  all  kinds  of  cotton  on  August  1,  1964,  is  expected  to  total  12.4  mil- 
lion bales.  This  compares  with  11.2  million  bales  on  August  1,  1963,  and  would  be  the 
largest  since  the  record-high  carryover  of  14  1/2  million  bales  on  August  1,  1956. 
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CARRYOVER  OF  WHEAT,  COTTON, 
CORN,  AND  DAIRY  PRODUCTS 
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Figure  6 


FARM  FINANCIAL  OUTLOOK 


As  in  1962  and  1963,  the  outlook  is  for  the  value  of  farm  assets  to  continue  to 
increase  chiefly  because  of  the  continued  rise  in  farm  land  values.  By  January  1, 1964, 
the  value  of  farm  assets  is  expected  to  reach  $226  billion,  up  nearly  $10  billion  from 
a year  earlier. 


Farm  demands  for  credit  are  strong  as  a result  of  farm  consolidations,  rising 
land  values,  upgrading  of  machinery,  increased  numbers  of  livestock,  and  the  use  of 
more  fertilizers,  pesticides,  and  other  purchased  inputs  by  farmers.  With  land  values 
continuing  to  increase,  lenders  have  been  willing  to  make  increased  amounts  of  farm 
loans. 


Farm  debt,  including  CCC  price  support  loans,  increased  substantially  in  1962 
and  a further  substantial  increase  of  $2.8  billion  is  occurring  this  year.  As  in  1962, 
both  farm  mortgage  debt  and  non-real- estate  debt  are  showing  strong  increases.  Total 
farm  debt  is  expected  to  reach  about  $32.8  billion  by  the  end  of  this  year,  but  the 
increase  of  $2.8  billion  is  less  than  the  increase  in  farm  asset  values.  Thus,  the 
equities  of  farmers  and  other  owners  of  farm  property  are  also  continuing  to  increase. 
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Figure  7 


On  a percentage  basis,  however,  farm  debts  have  risen  slightly  more  rapidly  than  the 
value  of  farm  assets  over  the  past  two  years,  and  the  ratio  of  total  debt  to  the  value 
of  farm  assets  has  increased  from  about  13  percent  on  January  1,  1962,  to  an  estimated 
14.5  percent  on  January  1,  1964. 


Market  prices  for  land  increased  6 percent  in  the  year  ended  July  1,  1963,  and 
reached  record  highs  in  nearly  all  States.  Annual  increases  in  the  central  Corn  Belt 
have  been  substantially  less  than  in  most  other  regions  of  the  country.  Continued 
strong  demand  for  land  for  farm  enlargement  and  a limited  supply  of  land  on  the 
market  have  been  the  major  factors  pushing  land  prices  upward  in  recent  years. 


FARM  COSTS 


Farm  production  expenses  were  running  at  a seasonally  adjusted  annual  rate 
of  $28.7  billion  for  the  first  three  quarters  of  1963.  This  is  an  increase  of  $600  million 
over  the  same  period  of  1962.  Most  of  the  increase  is  due  to  a rise  of  about  2 percent 
in  prices  paid  by  farmers  for  production  goods,  interest,  taxes,  and  farm  wage  rates. 
In  1964,  farm  production  expenses  are  expected  to  increase  by  at  least  as  much  as 
this  year  and  possibly  more.  This  will  result  mainly  from  larger  outlays  for  purchased 
feed,  taxes,  depreciation,  and  interest  on  both  long-  and  short-term  debt. 
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AVERAGE  VALUE  OF  FARM  REAL  ESTATE  PER  ACRE 

Percentage  Increase,  1957-59  Average  to  July  1963 


Figure  9 
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Farm  production  expenses  have  risen  an  average  of  nearly  three-quarters  of  a 
billion  dollars  a year  since  1953.  In  1962,  they  took  nearly  70  percent  of  realized  gross 
farm  income,  compared  to  about  60  percent  in  1953.  Since  1947-49  production  expenses 
have  increased  by  57  percent.  Higher  prices  for  production  items  accounted  for 
around  half  of  the  increase  and  a larger  volume  of  purchased  inputs  accounted  for  the 
other  half. 


Excepting  seed  and  hired  labor  which  remained  about  the  same,  expenditures 
for  most  major  groups  of  production  items  increased  from  1947-49  to  1962.  But  there 
were  several  important  changes  in  the  composition  of  expenditures  over  the  period. 
These  changes  are  illustrated  in  the  table  on  the  following  page. 


Expenditures  for  hired  labor  have  declined  relative  to  other  purchased  items. 
The  marked  drop  in  employment  has  more  than  offset  a rise  of  over  50  percent  in 
wage  rates  over  the  period.  Expenditures  for  feed  and  fertilizer  have  remained  as 
fairly  constant  percentages  of  total  expenses  despite  substantial  increases  in  the 
quantity  of  feed  purchased  and  total  plant  nutrients  consumed.  Expenditures  for  pur- 
chased livestock  rose  from  8 to  11  percent  of  total  expenses  mainly  due  to  larger 


- 13  - 


Class  of  expense 

Percent  of  total 
in  1947-49 

Percent  of  total 
in  1962 

Feed  purchased 

20 

19 

Seed  purchased 

3 

2 

Livestock  purchased 

8 

11 

Fertilizer  and  lime 

5 

6 

Hired  labor 

16 

11 

Depreciation  and  consumption  of 
capital  items 

12 

15 

Repair  and  operation  of  capital 
items 

15 

14 

Taxes 

4 

6 

Interest  on  mortgage  debt 

1 

3 

Other 

16 

13 

Total 

TOD 

TT70  “ 

numbers  purchased.  Taxes  show  a marked  relative  increase,  reflecting  the  sharp 
increase  in  farm  real  estate  values  as  well  as  the  increase  in  tax  rates.  The  increase 
for  interest  is  accounted  for  by  a higher  rate  on  a much  larger  volume  of  farm  debt. 

The  total  volume  of  purchased  inputs  in  1962  was  24  percent  greater  than  in 
1947-49.  The  volume  of  nonpurchased  inputs  dropped  28  percent.  These  trends  will 
continue  as  farms  become  larger  and  more  mechanized. 

FAMILY  LIVING 

For  several  years  the  per  capita  disposable  income  of  the  farm  population  has 
trended  upward  at  a faster  rate  than  prices  thereby  permitting  continued  improvement 
in  the  level  of  living  of  farm  families.  Shifts  in  spending  patterns  of  farm  families 
in  1964  in  response  to  price  changes,  changes  in  the  age- composition  of  families, 
and  the  general  climate  of  the  times  will  be  in  the  direction  of  giving  greater  importance 
to  automobile  purchase  and  operation,  medical  care,  and  education,  and  a smaller 
share  of  total  expenditures  to  clothing,  furniture  and  equipment,  and  possibly  food. 

The  level  of  installment  debt  has  been  rising  and  there  are  indications  that 
increasing  numbers  of  farm  families  are  using  this  method  of  financing  their  purchases 
of  durable  goods  and  automobiles.  A big  automobile  year  in  1964  can  be  expected  to 
step  up  this  tendency. 

The  level  of  rural  housing,  although  still  lower  than  urban,  caught  up  somewhat 
with  urban  between  1950  and  1960  and  further  improvements  can  be  expected.  FHA 
loans  have  risen  sharply  in  recent  years.  The  number  of  loans  in  fiscal  1963  was  up 
121  percent  over  fiscal  1961  and  the  value  of  loans  was  up  163  percent  over  the  same 
period. 
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CONSUMER  CREDIT  OUTSTANDING 

Per  Capita 
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Figure  12 
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MARKETING  CHARGES  FOR  FARM  FOOD  PRODUCTS 

The  bill  for  marketing  domestic  farm -produced  food  products  sold  to  civilian 
consumers  is  expected  to  reach  $45.7  billion  this  year,  up  7 percent  from  1962.  This 
increase  resulted  from  expansion  in  the  volume  of  products  handled  and  a rise  in  unit 
marketing  charges.  These  same  2 culprits  are  likely  to  boost  the  marketing  bill  again 
next  year,  although  the  increase  probably  will  not  be  as  large  as  this  year.  The  increase 
in  unit  marketing  charges  is  expected  to  be  smaller  in  1964. 

Unit  marketing  charges  for  beef,  pork,  and  orange  products  rose  sharply  early 
in  1963.  Farmers’  prices  for  cattle  and  hogs  dropped  sharply  in  the  first  quarter  but 
retail  prices  declined  slowly  causing  the  marketing  spread  to  widen.  Retail  prices  of 
frozen  orange  juice  concentrate  and  canned  orange  juice  went  up  faster  than  the  farm 
prices  of  oranges  following  the  December  freeze  in  Florida.  In  the  absence  of  special 
circumstances,  the  rise  in  unit  marketing  costs  is  not  expected  to  be  as  large  in  1964. 

The  farm  food  marketing  bill  has  increased  each  year  since  1950.  Increases  have 
resulted  from  (1)  rising  costs  of  labor,  transportation,  supplies,  and  other  goods  and 
services  used  by  marketing  firms,  (2)  growth  in  the  volume  of  products  marketed, 
and  (3)  increased  marketing  services,  per  unit  of  product  and  more  meals  in  restaurants. 


FARM  VALUE  AND  TOTAL  MARKETING 
BILL  FOR  FARM  FOODS 


DOMESTIC  FARM  FOODS  BOUGHT  BY  CIVILIANS  IN  THE  UNITED  STATES.  1963  PRELIMINARY. 
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UNITED  STATES  DEPARTMENT  OF  AGRICULTURE 
Economic  Research  Service 

NATIONAL  ECONOMIC  SITUATION  AND  OUTLOOK  FOR  1964 

Talk  by  Rex  F.  Daly 

Economic  and  Statistical  Analysis  Division 
at  the  4lst  Annual  Agricultural  Outlook  Conference 
Washington,  D.  C.,  11:00  A.M. , Monday,  November  18,  1963 


Economic  activity  has  increased  at  a brisk  pace  so  far  in  1963* 

Demand  expansion  -was  rather  broadly  based  with  increases  in  consumer  buying 
and  a continued  rise  in  outlays  for  fixed  capital,  construction  activity, 
and  Government  purchases  of  goods  and  services.  Rising  incomes,  strong 
markets  for  autos,  and  further  increases  in  business  capital  outlays  and 
Government  purchases  promise  continued  expansion  in  business  activity  in 
the  months  ahead. 

The  economy  is  buoyant  and  the  outlook  is  favorable  for  1964.  But 
the  course  and  vigor  of  economic  activity  in  1964  will  depend  to  a consider- 
able extent  on  the  size  and  timing  of  the  proposed  tax  cut.  A reduction  in 
tax  rates  such  as  that  passed  by  the  House  of  Representatives  and  now  under 
consideration  in  the  Senate,  would  add  about  $6  billion  to  the  flow  of  con- 
sumer disposable  income  in  1964.  Such  an  addition  to  the  after-tax  income 
of  consumers  would  step  up  consumer  demand  and,  subsequently,  investment 
demands  of  business  as  well.  The  outlook  for  1964  also  assumes  a somewhat 
slower  rise  in  Federal  Government  expenditures,  no  material  change  in  the 
international  situation,  and  increased  exports  of  farm  products  to  Communist- 
bloc  countries. 

The  farmer  is  directly  interested  in  the  influence  of  general  economic 
activity  on  consumer  income  and  the  strength  of  domestic  markets.  But  he 
is  also  affected  in  several  other  ways:  Farm  production  expenditures  take 
more  than  two-thirds  of  gross  farm  income.  Accordingly,  price  changes  in 
the  industrial  sector  influence  the  cost  of  production  goods.  Moreover, 
around  a third  of  the  farmers'  income  is  from  off-farm  work  and  other  non- 
farm sources.  Such  employment  opportunities  depend  to  a considerable 
extent  on  growth  of  the  general  economy. 

Let  us  examine  some  of  the  background  and  expansion  prospects  for 
the  major  sources  of  demand  in  the  context  of  the  above  assumptions.  How 
will  these  changes  affect  output,  employment,  and  the  flow  of  income  to 
consumers  and  businessmen?  What  will  be  the  impact  on  domestic  markets  for 
farm  products  and  on  employment  opportunities  of  farmers  ? 


Consumer  Markets 


Rising  consumer  incomes  supplemented  by  increased  use  of  installment 
credit  financed  a substantial  advance  in  consumer  purchases  of  goods  and 
services  this  year.  Consumer  incomes  after  taxes  in  the  third  quarter  of 
1963  were  at  an  annual  rate  of  $4o4  billion,  a gain  of  more  than  4|-  percent 
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Gross  National  Product,  output,  employment  and 
prices,  selected  quarters  1962  and  1963 


(Seasonally  adjusted  annual  rates) 


1962  : 

1963  T 

Net  change 
3rd  quarter 

1963  from 
1962 

Item 

Unit 

3rd  : 2nd 
quarter : quarter 

3rd  : 
quarter: 

Gross  National  Product 

Bil.dol. 

556.8 

579-6 

588.5 

31.7 

Personal  consumption  expendi- 
tures 

ft 

356.7 

370.4 

374.3 

17.6 

Durable  goods 

" 

47.7 

51.0 

50.5 

2.8 

Nondurable  goods 

ff 

162.5 

165.9 

168.5 

6.0 

Services 

" 

146.6 

153.5 

155.3 

8.7 

Fixed  investment 

» 

75-3 

76.5 

79.4 

4.1 

New  construction 

t! 

46.0 

45.8 

47.7 

1.7 

Residential 

ff 

24.2 

24.8 

25.8 

1.6 

Other 

" 

21.7 

21.0 

21.9 

0.2 

Producers’  durable  equip- 
ment 

» 

29.3 

30.7 

31.7 

2.4 

Business  inventories 

« 

3.6 

*•3 

4.5 

0.9 

Net  exports 

ft 

4.1 

4.8 

4.3 

0.2 

Government  purchases  of  goods 

126.0 

and  services 

ft 

117.0 

123.8 

9.0 

Federal  (less  sales) 

" 

62.4 

66.5 

66.6 

4.2 

State  and  local 

ff 

54.6 

57-3 

59.4 

4.8 

Personal  income 

ff 

444.5 

459.9 

465.2 

20.7 

Disposable  personal  income 

U 

386.5 

4oo.o 

4o4.4 

17.9 

Industrial  production 

1957-59= 

100 

119.5 

124.3 

126.6 

Percent 

5.9 

Consumer  goods 

ff 

121.2 

124.2 

126.6 

4.5 

Equipment, including  defense 

ff 

123.3 

122.1 

126.1 

2.3 

Materials 

ft 

117.6 

125.1 

125.2 

6.5 

Employment,  nonagricultural 

Millions 

62.9 

63.7 

64.1 

1.9 

Unemployment  rate 

Percent 

5-6 

5.8 

5.6 

0 

Prices: 

Consumer  price  index 

1957-59= 

100 

105.7 

106.2 

106.9 

1.1 

Wholesale  price  index 

” 

100.7 

100.0 

100.4 

-0.3 

Industrial 

ff 

100.7 

100.5 

100.8 

0.1 
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INCOME  AND  EXPENDITURES 


400 


300 


L. 

Consumer  disposable 
income 

O 

- 

M 

JGS 

M m 

- 

1 

wmfimfflMwmm 

^EXPENDITURES  FOR  SERVICES^ 

mmmrn.wMmm. 

[EXPENDITURES  FOR  OTHER  GOODS 

©©g#  FO O D EXPEND  ITU Rl ES®§® 

ijjjp 

- 

1956 


1958 


1960 


1962 


1964 


SOURCE i DEPARTMENT  OF  COMMERCE  AND  COUNCIL  OF  ECONOMIC  ADVISERS. 
* FSTIMATFf  FOB  79*?  bv  ftt  O THIRD  QUARTER  1963  PRELIMINARY. 


•ESTIMATES  FOR  7963  BY  ERS. 
U.  S.  DEPARTMENT  OF  AGRICULTURE 


(EG.  ERS  2119-63(10)  ECONOMIC  RESEARCH  SERVICE 


Figure  1 

from  a year  earlier.  Much  of  this  advance  was  due  to  increases  in  payrolls 
as  industrial  production  and  employment  increased  in  response  to  expanding 
purchases  by  consumers,  businessmen,  and  the  Government.  The  increase  of 
nearly  5 percent  .in  consumer  spending  was  broadly  based:  Outlays  for  ser- 
vices increased  6 percent,  nondurable  goods  nearly  4 percent,  and  durable 
goods  6 percent  above  third  quarter  1962  rates.  Automobile  sales  played  a 
key  role  in  increased  sales  of  durable  goods.  The  year  1963  has  turned  out 
to  be  the  second  good  auto  year  in  a row  with  record  sales  around  a tenth 
above  1962.  Sales  of  passenger  cars  this  year  apparently  are  exceeding 
Tg  million  units,  of  which  350  to  400  thousand  will  be  imports.  With  rising 
incomes,  consumers  also  substantially  increased  their  purchases  of  furniture 
and  appliances,  general  merchandise,  gasoline,  food,  and  services  such  as 
rents  and  household  operation,  transportation,  and  personal  care  (figure  l). 

The  consumer  sector  of  the  economy  accounts  for  about  two-thirds  of 
total  sales  of  goods  and  services.  Accordingly,  the  strength  in  this  impor- 
tant sector  plays  a key  role  in  the  outlook.  The  flow  of  income  to  consumers 
is  expected  to  continue  to  increase.  And  a reduction  in  tax  rates  early  in 
1964  would  accelerate  the  rise  in  the  after-tax  income  of  consumers.  Higher 
incomes  would  step  up  consumer  purchases  of  goods  and  services.  Such  de- 
mand increases  would  not  only  lead  directly  to  increases  in  output,  but 
probably  also  to  a step  up  in  demand  for  fixed  investment  and  business 
inventories.  Accordingly,  the  increase  in  consumer  disposable  income  and 
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in  consumer  buying  could  well  exceed  gains  over  the  past  year.  Surveys  of 
consumer  buying  plans  indicate  a continued  high  level  of  purchases  of  autos 
and  other  durable  goods.  October  auto  sales  were  at  an  annual  rate  around 
8 million  units.  The  auto  industry  also  continues  to  schedule  a very  high 
rate  of  output.  With  rising  incomes  and  a continued  high  level  of  home 
building,  sales  of  household  goods  and  appliances  likely  will  rise  further. 
Expenditures  for  food  are  expected  to  increase  more  than  the  3 percent  rise 
so  far  this  year.  And  the  uptrend  in  services  will  continue  in  1964. 


Investment  Demand 


Gross  investment  outlays  which  include  business  fixed  capital  out- 
lays, new  construction,  and  inventories  in  total  have  risen  strongly  since 
the  first  quarter  this  year.  Rising  capital  outlays  and  increases  in  con- 
struction activity  have  contributed  to  the  continued  expansion  in  business 
activity.  Business  investment,  one  of  the  more  variable  components  of 
total  demand,  and  Government  expenditures  have  rather  widespread  multiplier 
effects  on  output,  employment,  income,  and  consumer  buying  (figure  2). 


Figure  2 
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Outlays  for  new  plant  and  equipment,  according  to  the  SEC-Commerce 
survey  of  business  plans,  are  scheduled  to  rise  further  in  coming  months. 
Investment  in  new  plant  and  equipment  this  year  total  5 percent  above  1962. 
Large  increases  are  indicated  for  industries  manufacturing  durable  goods 
and  the  railroads.  Increases  in  1963,  including  considerable  plant  modern- 
ization and  new  capacity,  have  been  moderate.  Increases  in  economic  activity 
and  rising  profits  have  contributed  to  the  increase  in  capital  outlays.  The 
tax  credit  on  new  investment  and  new  depreciation  guidelines  also  have  con- 
tributed to  a record  corporate  income  flow  available  for  financing  new 
investment. 

Underlying  economic  conditions  and  reported  plans  for  some  industries 
point  to  further  increases  in  outlays  for  plant  and  equipment  in  the  coming 
year.  New  orders  have  risen  since  last  year  and  in  recent  months  have 
continued  at  levels  well  above  a year  earlier.  New  orders  for  metal -cutting 
and  forming  tools  also  are  well  above  1962  and  backlogs  have  risen  to  about 
5 months  at  the  September  delivery  rate. 

Increased  production  has  stepped  up  the  operating  rate  of  manufac- 
turing industries  this  year.  Measures  of  capacity  and  operating  rates  are 
very  approximate,  but  some  major  industries  are  operating  at  high  rates 
relative  to  capacity.  Accordingly,  prospective  demand  expansion  likely 
will  stimulate  increased  capital  outlays.  Prospective  gains  in  corporate 
profits  and  business  savings  will  help  to  improve  the  ability  as  well  as 
the  incentive  to  expand  capital  outlays. 

New  construction  activity  has  increased  this  year  with  residential 
housing  starts  up  to  around  1.60  million  units  in  the  third  quarter  from 
1.^3  million  a year  earlier.  Increased  construction  of  multi-family  units 
in  recent  years  apparently  has  been  due  in  part  to  the  rapid  increase  in 
the  20-24  year  age  group  as  well  as  to  rising  income.  In  additiqn,  outlays 
also  increased  for  residential  alterations  and  commercial  and  industrial 
construction.  Changes  in  the  age  characteristics  of  the  population  indicate 
a slower  growth  in  the  number  of  younger  families  in  1964.  But  with  rising 
incomes,  residential  construction  activity  is  expected  to  continue  high  in 
the  coming  year. 

Net  additions  to  inventories  in  1963  were  about  in  line  with  the 
expansion  in  sales  and  economic  activity.  If  price  advances  are  moderate 
during  the  coming  year,  inventory  policy,  too,  is  expected  to  remain  con- 
servative with  net  additions  to  inventory  about  in  line  with  increases  in 
final  demands. 


Government  Expenditures 

Expenditures  for  goods  and  services  by  Federal,  State,  and  local 
governments  account  for  around  a fifth  of  the  gross  national  product.  These 
expenditures  were  at  an  annual  rate  of  $126  billion  in  the  third  quarter, 

$9  billion  above  a year  earlier.  With  the  expansion  in  consumer  and  business 
income.  Government  revenues  have  risen  slightly  more  than  expenditures  re- 
sulting in  some  reduction  in  the  deficit  on  a national  income  and  product 
account  basis. 
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Purchases  by  the  Federal  Government  in  the  third  quarter  were  at  a 
rate  around  $4  billion  above  a year  earlier  with  most  of  the  rise  coming  in 
defense  and  space  activities.  Commodity  Credit  Corporation  investment  in 
farm  products  and  outlays  for  other  agencies  also  increased  in  fiscal  1962-63. 
Expenditures  by  State  and  local  governments  accounted  for  more  than  half  of 
the  rise  in  total  purchases  continuing  the  steady  uptrend  of  past  years. 

This  persistent  rise  in  State  and  local  government  outlays  reflects  increases 
in  employment  and  in  construction  of  new  schools,  roads,  and  other  facilities 
to  service  a mushrooming  urban  population.  These  demands  on  the  economy  will 
continue  to  rise  at  least  as  rapidly  as  in  the  past  year  (figure  3). 


GOVERNMENT  PURCHASES 
AND  NET  RECEIPTS 


1956 


1958 


1960 


1962 


1964 


SOURCEi  DEPARTMENT  OF  COMMERCE  AND  COUNCIL  OF  ECONOMIC  ADVISERS. 
DEFICITS  OCCURRED  IN  YEARS  WHEN  NET  RECEIPTS  WERE  LESS  THAN  PURCHASES. 


“ TOTAL  GOVERNMENT  PURCHASES  MINUS  NATIONAL  DEFENSE 
U.  S.  DEPARTMENT  OF  AGRICULTURE 


OTHIRD  QUARTER  1963  PRELIMINARY. 
NEG.  ERS  2118-63(10)  ECONOMIC  RESEARCH  SEP 


Figure  3 


The  increase  in  Government  purchases  of  goods  and  services  in  the 
coming  year  may  not  match  the  $9  billion  annual  increase  over  the  third 
quarter  1962.  The  budget  for  fiscal  196^-65  is  now  being  set.  Recent  dis- 
cussion relating  to  commitments  in  defense  and  space  activities  emphasizes 
efforts  to  maintain  a tight  rein  on  increases  in  Federal  expenditures. 
Reductions  in  CCC  investment  in  farm  commodities  are  expected  in  view  of 
prospective  increases  in  exports  and  the  wheat  program  now  scheduled  for 
the  1964  crop. 
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Major  Sources  of  Demand 

In  summary,  what  do  the  above  prospects  for  major  sources  of  demand 
suggest  for  1964?  Business  investment  plans  are  already  being  made  for  1964, 
but  these  plans  can  be  modified.  Changes  in  investment  demand  summarized 
above  point  to:  (l)  An  increase  in  outlays  for  new  plant  and  equipment  as 
large  as  in  1963;  (2)  a continued  high  level  of  construction  activity;  and 
(3)  an  increase  in  business  investment  in  inventories  as  economic  activity 
expands.  These  increases,  of  course,  would  be  contingent  upon  a sizable 
gain  in  total  demand  with  accompanying  increases  in  output  and  the  demand 
for  plant  expansion.  With  a further  rise  in  Government  expenditures,  non- 
consumption spending  may  increase  by  $10  to  $12  billion  (figure  4).  Normally 
such  an  increase  in  nonconsumption  outlays  would  add  correspondingly  to 
consumer  expenditures  which  approximately  doubles  the  increase  in  the  gross 
national  product.  But  if  tax  rates  are  reduced,  as  currently  under  discus- 
sion by  the  Congress,  the  initial  and  secondary  impacts  on  output,  employment, 
and  consumer  income  may  result  in  an  increase  of  6 percent  or  more  in  the 
gross  national  product.  Such  an  increase  would  be  larger  than  occurred  over 
the  past  year. 


Figure  4 
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Output,  Employment  and  Prices 


Industrial  production  has  begun  to  rise  after  a temporary  summer  lull 
associated  largely  with  reduced  steel  and  auto  production.  Output  of  fac- 
tories and  mines  in  the  third  quarter  was  at  a rate  6 percent  above  a year 
earlier.  Increases  over  the  year  were  fairly  general,  reflecting  the 
expanded  demand  for  autos,  household  appliances,  food,  apparel,  and  other 
consumer  goods.  Increased  purchases  by  business  and  Government  resulted  in 
increased  output  of  industrial  equipment,  machine  tools,  motor  trucks,  farm 
machinery  and  equipment,  and  other  capital  goods  and  defense  materials. 

Increases  in  employment  usually  accompany  expanding  output  when  plants 
and  the  labor  force  are  less  than  fully  employed.  Nonagricultural  employment 
in  the  third  quarter  was  at  a rate  of  64  million,  a gain  of  1.2  million 
workers  from  a year  earlier;  farm  employment  continued  its  gradual  downtrend. 
But  the  number  of  job  seekers  entering  the  labor  force  also  continued  to 
rise  and  the  unemployment  rate  held  relatively  stable  at  a little  above 
5i-  percent  of  the  labor  force.  Reductions  in  unemployment,  however,  have 
taken  place  among  married  men.  Unemployment  rates  continue  highest  among 
workers  who  lack  experience  and  training. 

Real  output  of  the  economy — industrial  production,  farm  output,  con- 
struction, etc. — was  at  a rate  in  the  third  quarter  about  4 percent  above  a 
year  earlier.  Total  employment  increased  around  !§■  percent  and  the  length 
of  the  work  week  held  fairly  stable  at  a high  level.  The  implied  rise  in 
output  per  man-hour  of  around  2§-  percent, is  about  in  line  with  average  annual 
increases  since  the  mid  1950's.  Wage  rates  also  rose  over  the  year  with 
average  hourly  earnings  in  manufacturing  in  the  third  quarter  2.8  percent 
above  a year  earlier. 

The  output  increase  over  the  past  year  did  not  tax  the  economy’s 
productive  capacity  or  exert  much  upward  pressure  on  prices.  The  consumer 
price  index,  a general  measure  of  the  price  level,  continued  to  creep  up — 
around  1 percent — due  in  large  measure  to  rising  prices  for  services.  Whole- 
sale prices  and  prices  of  industrial  materials  changed  very  little. 


Output,  Employment  and  Prices,  Third  Quarter  1962  and  1963 


Third  Quarter 
1962 

Third  Quarter 
1963 

Percent  change 
from  1962 

Gross  national  product 
(Bil.  1962  dol. ) 

555-9 

577.5 

3.9 

Employment,  seasonally 
adjusted  (Mil.) 

68.0 

69.I 

1.5 

Hours  per  week,  manufacturing 

industries  (Hours)  bO.b 

bo.k 

0 

Consumer  price  index 
(1957-59=100) 

105.7 

106.9 

1.1 

Wholesale  price  index 
(1957-59=100) 

100.7 

100.4 

-0.3 
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Expanding  demands  on  the  economy  are  expected  to  lead  to  farther  in- 
creases in  output  and  employment  in  the  coming  year.  With  the  proposed  tax 
cut,  gains  would  he  large  enough  to  bring  about  some  improvement  in  the 
overall  unemployment  rate  as  the  year  progresses.  Since  some  major  indus- 
tries are  producing  somewhat  below  preferred  operating  rates,  no  great  price 
pressure  is  indicated  though  selective  increases  have  occurred  recently  in 
steel  products,  other  metals,  and  a number  of  other  industrial  materials. 

Wage  rates  will  continue  to  rise  further  in  the  coming  year.  Expected 
increases  in  employment  would  expand  personal  incomes  more  than  the  gain  of 
percent  over  the  past  year.  And  a reduction  in  tax  rates  would  likely 
accelerate  the  gain  in  the  after-tax  income  of  consumers.  Expanding  economic 
activity  also  will  increase  off-farm  employment  opportunities  for  farm  people. 
Rising  population  and  prospective  increases  in  per  capita  buying  power  assure 
continued  expansion  in  domestic  markets  for  food  and  other  farm  products. 
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Examination  of  recent  and  current  developments  together  ■with  the 
little  information  we  now  have  on  government  and  private  programs, 
suggest  that  the  economy  has  enough  upward  momentum  to  keep  rising  during 
the  first  two  quarters  of  next  year.  Without  a tax  cut,  the  prospects 
after  mid-1964  are  quite  blurred.  A reasonable  position  is  that  the 
economy  would  continue  to  move  up  but  at  a limping  pace  at  best.  If  a 
tax  cut  is  enacted  early  in  the  year,  however,  private  demands  will  be 
greatly  stimulated  and  the  economy  should  move  ahead  throughout  the 
entire  year  at  a faster  pace  than  this  year.  It  is  too  early  to  try  to 
set  forth  specific  GNP  forecasts  which  can  be  soundly  based.  Many 
Government  appropriations  bills  have  not  yet  been  passed;  business 
investment  programs  in  many  cases  are  still  tentative  or  have  not  been 
fully  formulated. 

If  we  assume  the  general  1964  pattern. as  I have  indicated,  the 
implications  on  employment  and  unemployment  are  impressive.  If  no  tax 
cut  is  enacted,  and  assuming  similar  increases  in  the  labor  force,  prices, 
and  productivity  which  we  experienced  this  year,  employment  next  year 
would  not  show  any  substantial  improvement  over  the  average  for  this 
year.  This  implies  that  we  would  have  little  success  in  taking  care 
of  the  additions  to  the  labor  force  and  the  rate  of  unemployment  could 
well  rise  from  the  5*6  percent  average  for  this  year  to  a rate  ranging 
from  6 to  6-1/2  percent  next  year. 

On  the  other  hand,  if  an  early  tax  cut  is  enacted,  prices  may 
generally  be  firmer,  productivity  gains  should  be  better  and  the  labor 
force  may  expand  somewhat  more  than  this  year.  But  production,  demands, 
and  employment  would  accelerate.  The  economy  would  grow  at  a fast  enough 
pace  to  provide  job  opportunities  not  only  for  the  newcomers  into  the 
labor  force,  but  also  for  many  of  those  now  unemployed.  Total  employment 
in  1964  could  increase  by  as  much  as  1-1/2  million  over  the  average  for 
this  year.  Under  these  conditions  the  unemployment  rate  would  drop  to 
around  5 percent  as  an  average  for  the  year  and  this  would  set  the  stage 
for  the  attainment  of  a much  more  desirable  rate  of  4 percent  or  less 
later . 
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Fixed  Investment 


Later  this  month  the  Government  will  have  its  first  indication  as 
to  businessmen's  capital  investment  programs  for  early  1964.  Several 
private  surveys  have  already  canvassed  the  expectations  for  1964.  One 
survey  has  already  reported  a 4 percent  rise  and  another  an  8 percent 
increase.  In  each  of  these  surveys  when  the  economy  has  been  in  a rising 
phase  there  has  been  a tendency  to  understate  the  actual  amount  of  the 
rise.  Taking  this  factor  into  account , and  considering  the  fact  that 
machinery  and  equipment  orders  have  been  tending  upward  since  the  second 
quarter  of  last  year , I would  project  the  expansion  in  plant  and  equip- 
ment expenditures  next  year  to  be  7~i0  percent  and  probably  closer  to 
10  percent  above  the  total  for  this  year,  or,  in  other  words,  an  increase 
of  nearly  $3-4  billion  from  the  $39  billion  expected  this  year.  Since 
plant  and  equipment  expenditures  are  estimated  at  an  annual  rate  of  $4l 
billion  in  the  current  quarter  ( OBE-SEC  basis)  --  5 percent  above  the 
1963  total  --  the  indicated  rise  next  year  would  mean  no  overly  strong 
expansion. 

In  the  event  of  an  early  tax  cut,  outlays  for  plant  and  equipment 
for  1964  as  a whole  would  probably  rise  even  more  --  but  not  much  more  -- 
the  acceleration  in  such  spending  would  probably  come  in  the  later  months 
of  the  year.  The  initial  impact  of  reduced  taxes  would  be  on  consumer 
demand.  Investment  outlays  would  be  triggered  only  after  sales  have 
grown  for  some  time  and  orders  pile  up.  Thus,  a tax  reduction  would 
assure  the  carrying  through  of  existing  investment  programs  and  would 
result  in  the  consideration  and  initiation  of  new  programs  with  improving 
sales  and  profits  prospects. 

Inventories 


In  recent  years  total  inventory  demand  has  been  geared  especially 
close  to  the  movement  of  economic  activity.  In  other  words,  inventories 
have  moved  in  a parallel  fashion  with  GNP.  In  real  terms,  the  level  of 
inventories  in  1961,  1962,  and  so  far  in  1963  has  held  at  about  one-fifth 
of  the  GNP.  The  inventory  accumulation  this  year  will  be  about 
$4-1/2  billion  (GNP  basis). 

I would  judge  that  if  no  tax  cut  is  enacted,  inventory  accumulation 
in  1964  may  again  be  of  the  order  of  $4-5  billion  --  about  the  same  as 
this  year.  This  assumes  that  the  rise  in  GNP  in  1964  over  1963  would  be 
somewhat  less  than  that  for  this  year  and  continuing  relative  price 
stability.  If  a tax  cut  is  enacted,  however,  the  expected  additional 
increase  in  economic  activity  in  1964  would  require  a considerably 
larger  inventory  accumulation  --by  perhaps  as  much  as  $3  billion  more 
than  the  additions  which  are  likely,  to  be  made  without  a tax  cut.  Such 
a rate  of  inventory  building  would  be  in  line  with  the  higher  GNP  and 
would  be  consistent  with  the  recent  cautious  business  inventory  policy. 


Consumer  Expenditures 


Finally,  a few  comments  on  the  consumer  sector.  For  some  time, 
expenditures  for  nondurable  goods  and  services  have  comprised  a fairly 
constant  proportion  of  disposable  income  — about  80  percent.  In  view 
of  the  increases  ejected  in  the  government  and  investment  sectors, 
disposable  income  may  be  expected  to  move  upward  next  year,  and  spending 
for  nondurables  and  services  may  also  be  up  --  in  line  with  the  usual 
ratio  to  income.  In  the  last  three  years  the  proportion  of  service 
expenditures  to  spendable  income  has  risen  at  a somewhat  slower  pace 
than  in  earlier  postwar  years.  I would  expect  expenditures  for  services 
to  again  show  a good  increase  next  year,  but  probably  show  little  change 
relative  to  the  income  rise. 

Food,  clothing,  and  other  nondurable  goods  purchases  are  dependent 
upon  population  growth  and,  to  a lesser  extent,  on  income.  This  year 
these  purchases  are  expected  to  increase  $6  billion.  Without  a tax  cut 
a somewhat  smaller  gain  may  be  expected  next  year,  and  with  a tax  cut 
the  increase  may  be  at  least  half  as  much  more  than  the  rise  this  year. 

A most  important  category  of  consumer  spending  from  the  point  of  view 
of  the  dynamics  of  the  1964  economy  is  consumer  durables.  This  year 
automobile  sales  are  expected  to  total  7-7  million  units  (including 
imports),  compared  with  7-1  million  in  1962.  So  far  in  this  model  year, 
automobile  sales  have  been  exceptionally  good.  With  this  fast  start 
and  anticipated  highef  income,  car  sales  may  well  top  7 million  for  the 
third  consecutive  year.  However,  unless  the  rate  goes  above  this  year's 
7-7  million,  the  auto  industry  will  not  contribute  to  a further  lift  in 
GNP  next  year.  If  an  early  tax  cut  is  enacted,  the  impact  on  durable 
goods  buying  should  be  substantial  and,  in  particular,  auto  buying  which 
is  very  responsive  to  income  changes  may  be  boosted  to  a new  record  high 
in  1964. 

Furniture  and  appliance  sales  are  to  some  degree  dependent  upon 
residential  construction  activity.  It  is  expected  that  private  nonfarm 
residential  starts  will  total  1,500,000  this  year,  compared  with 
1,440,000  last  year.  Recent  trends  in  housing  activity,  starts  and 
permits,  together  with  a consideration  of  household  formation,  vacancy 
ratios,  and  other  factors,  indicate  no  spectacular  increase  in  housing 
activity  next  year  --  perhaps  a rise  of  the  order  of  less  than  5 percent. 
While  furniture  and  appliance  expenditures  in  1964  might  be  up  somewhat 
due  to  higher  incomes  and  residential  activity,  the  increase  in  these 
purchases  may  well  be  within  the  same  range  as  that  for  residential 
construction  activity. 

In  sum,  the  economy  next  year,  as  seen  from  a present  appraisal,  is 
expected  to  better  this  year's  performance  even  without  a tax  cut  but  it 
will  not  be  satisfactory  all  around  — particularly  with  respect  to 
unemployment.  A much  more  buoyant  economy  would  result  from  a tax 
reduction  and  a lowering  of  our  present  high  unemployment  rate  would  be 
a most  welcomed  outcome. 


UNITED  STATES  DEPARTMENT  OF  LABOR 


Summary  of  Remarks  By  Mrs.  Aryness  Joy  Wickens 
at  the  4lst  Annual  Agricultural  Outlook  Conference 
Panel  Discussion  on  the  National  Economic  Situation  and  Outlook 
Washington,  D.  C.,  Monday,  November  18,  1963 


It  is  my  purpose  today  to  discuss  three  aspects  of  the  economic 
outlook  for  1964  --  employment  and  unemployment,  wages,  and  prices. 

Mr.  Daly,  in  his  opening  statement,  has  set  the  stage. 

The  direction  of  the  change  in  activity  and  employment  for  at  least 
the  early  part  of  1964  is  not  generally  in  question,  for  the  economy 
today  has  considerable  momentum.  However,  the  anticipated  size  and 
duration  of  the  increase  depends  largely  upon  one ' s views  on  a tax  cut 
--  whether,  when,  and  how  --  and  on  the  possibility  of  a major  expansion 
in  private  capital  investment. 

Employment 

In  the  context  of  Mr.  Daly's  evaluation,  the  first  question  is: 

Will  the  rise  in  activity  be  sufficient  to  reduce  unemployment  to  more 
acceptable  levels? 

The  anticipated  rise  in  economic  activity  should  bring  a further 
increase  in  total  employment  — just  such  a rise  as  we  have  had  since 
the  latter  part  of  1961,  with  the  exception  of  the  plateau  --or  shall 
we  call  it  a slowdown  --  about  a year  ago  at  this  time,  when  we  last 
met.  The  employment  record  of  the  past  two  years  shows  a substantial 
gain.  Almost  2 million  more  people  were  employed  this  October  than  in 
October  1961,  and  one  million  more  than  a year  ago. 

From  the  low  of  this  cycle,  however,  employment  has  expanded  by 
only  4.0  percent,  seasonally  adjusted,  although  industrial  production 
has  increased  by  over  20  percent,  and  GNP  about  15  percent,  in  real 
terms.  This  gain  in  employment  is  much  smaller  than  in  earlier  postwar 
recoveries.  It  is  far  from  being  big  enough  to  reduce  unemployment 
substantially . 

In  this  recovery,  the  increase  in  employment  has  been  entirely  in 
nonagri cultural  work.  Other  industries  more  than  took  up  the  slack  in 
agriculture . 

Throughout  this  current  expansion  factory  employment  has  increased 
substantially,  especially  in  durable  goods  such  as  automobiles  and  in 
the  other  metals  and  metal-working  industries  as  well.  Expansion  in 
defense  work  was  important  in  1961  and  early  1962,  during  the  tension 
in  Berlin;  recently  defense  employment  has  slackened  somewhat.  However, 
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capital  goods  and  consumer  durables  have  continued  to  gain.  Construction, 
too,  has  engaged  a larger  number  of  people.  Yet  total  employment  in 
each  of  these  industries  is  still  no  higher  than  it  was  in  1956.  Mines 
and  the  railroads  have  reduced  employment  further.  In  this  recovery, 
as  in  most  of  the  postwar  period,  the  largest  increases  in  actual  numbers 
of  jobs  have  come  in  trade,  in  State  and  local  governments  (mostly  in 
education),  in  services  and  in  a variety  of  miscellaneous  occupations. 

More  people  are  now  working  fulltime  than  last  year  and  the  factory 
work  week  has  been  longer  than  usual,  averaging  over  40  hours  a week  for 
virtually  all  of  the  past  two  years.  In  September,  factory  overtime  was 
the  highest  since  the  beginning  of  our  records  in  1956  chiefly  because 
of  the  schedules  of  automobile  manufacturers  and  seasonal  industries 
which  find  it  more  advantageous  to  work  overtime  than  to  go  through 
the  involved  process  of  hiring  new  people  to  meet  short-term  peaks. 

Productivity,  for  the  economy  as  a whole,  has  increased  in  the  past 
three  years  beyond  the  average  rate  for  the  post  war  period.  In  manu- 
facturing, the  annual  increase  in  output  per  man  hour  has  been  quite 
high  --  over  4 percent  a year  --  compared  with  an  average  of  2.7  percent 
in  the  postwar  period  1947-62.  Some  industries,  including  agriculture, 
and  many  individual  plants  have  introduced  new  technology  which  has  had 
considerable  effect  in  reducing  job  opportunities.  But  even  the  smaller 
long-run  average  gain  in  productivity  means  that  we  must  find  some 
one  and  three -fourths  million  more  jobs  each  year  for  those  that  are 
displaced,  either  actually  or  potentially,  on  top  of  the 
need  for  more  than  one  million  jobs  to  take  care  of  the  annual  net 
addition  to  the  labor  force. 

The  crucial  problem  for  the  future  is  the  persistence  of  an  unduly 
high  level  of  unemployment . This  autumn,  the  seasonal  low  point  of 
unemployment  for  the  year,  there  have  been  about  3-5  million  people  out 
of  work.  Nearly  half  a million  of  them  have  been  unemployed  for  six 
months  or  more  --  the  same  number  as  last  year.  Many  of  these,  of 
course,  are  different  people;  some  individuals  get  jobs,  other  lose  jobs, 
and  the  group  changes  constantly. 

The  overall  unemployment  rate  has  been  at  5*5  percent  or  a little 
over  since  the  early  spring;  indeed,  it  has  varied  between  5-5  and  a 
little  over  6 percent  for  nearly  two  years.  Having  cited  this  rate,  I 
want  to  caution  you  not  to  put  too  much  emphasis  on  it  as  a guideline 
to  questions  of  policy.  It  conceals  the  very  trends  on  which  program 
decisions  should  be  based.  Rather,  I suggest  that  you  look  at  the  rates 
for  different  parts  of  the  labor  force.  The  rate  for  married  men  — 
generally  experienced  and  attached  to  jobs  --  is  now  only  2.9  percent; 
it  has  come  down  one-half  percentage  point  in  the  past  year.  The  highest 
unemployment  rate  is  for  young  people  under  20.  It  has  been  over  15 
percent  this  autumn,  substantially  higher  than  a year  ago  and  almost  as 
high  as  in  the  recession  years  of  1958  and  1961.  The  unemployment  rate 
for  women  has  not  diminished.  In  other  words,  we  have  not  had  enough 
economic  growth  to  take  care  of  new  job  seekers,  the  inexperienced,  the 
less  skilled,  or  the  technologically  displaced. 
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In  1964;  the  level  of  unemployment  will  depend  importantly  on  the 
size  of  the  labor  force.  It  is  expected  to  expand  by  about  1;200;000; 
a little  more  than  this  year.  The  effect  of  the  big  population  bulge 
comes  a little  later  — in  1965.  The  babies  born  in  1947  were  l6  years 
old  this  year.  More  are  staying  in  school  now  than  in  earlier  years  and 
they  are  only  beginning  to  go  job  hunting  at  l6  or  17  or  18  --  and  then 
many  of  them  are  looking  for  part-time  jobs.  But  in  1964  and  especially 
in  1965  young  people  will  contribute  in  a special  way  to  the  rate  of 
•unemployment  unless  strong;  effective  measures  are  taken  to  help  them 
find  work  or  to  keep  them  in  school. 

If  there  is  only  a modest  increase  in  activity  next  year,  the  labor 
force  may  increase  less  than  is  projected;  more  young  people  will  stay 
in  school  and  probably  fewer  women  will  seek  work  and  the  overall  rate 
of  unemployment  could  be  higher  than  at  present. 

If  there  is  a substantial  increase  in  activity;  and  the  more 
optimistic  forecasts  of  today  prevail;  the  unemployment  rate  would  go 
down  below  today ' s level . 

For  farm  youths  or  mature  farmers  looking  for  urban  jobs;  an  adequate 
education;  training  in  a marketable  skill  and  placement  help  to  find  jobs 
in  strange  cities  becomes  increasingly  important. 

Above  all;  our  economy  in  this  coming  year  requires  the  stimulus 
of  new  activities;  of  innovation;  of  new  products  — our  principal  source 
of  employment  growth.  Even  if  demand  and  the  level  of  output  rise 
substantially;  however;  there  will  remain  special  problems  of  unemployment 
for  which  special  programs  will  be  required.  The  unemployed  are  not  just 
statistics  --  they  are  real  live  people;  out  of  work  and  out  of  money. 

Prices 


Prices  are  not  likely  to  be  a causative  factor  in  economic  develop- 
ments in  the  coming  year.  The  last  several  years  have  seen  marked 
stability  in  the  general  level  of  wholesale  prices  and  a persistent 
gradual  upward  trend  in  consumer  prices.  In  1964;  wholesale  prices  are 
likely  to  rise  moderately.  As  for  consumer  prices;  there  appear  to  be 
no  factors  in  the  offing  which  would  change  their  continued  upward  trend. 

Prices  in  the  industrial  sector  --  outside  of  agriculture  --  have  had 
a tendency  to  "firm  up"  lately  as  markets  have  been  tested.  For  some 
basic  commodities;  mostly  metals ; and  for  metal  products  and  machinery; 
there  have  been  price  advances.  Despite  these  increases;  however ; prices 
of  many  of  the  basic  commodities  average  out  below  their  i960  levels. 

The  recent  increases  are  generally  of  the  dimensions  one  might  expect 
in  an  active  economy;  just  as  the  declines  in  1961  reflected  the 
weaknesses  in  demand  of  that  period  and  the  overcapacity  in  some 
industries . 
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The  Consumer  Price  Index  remained  fairly  steady  for  the  three  months 
July  through  September  this  year,  after  a sharp  rise  in  the  early  summer, 
and  is  now  about  1 percent  above  a year  ago.  Food  prices  have  been 
responsible  for  most  of  the  marked  month-to-month  fluctuations  this 
year.  Charges  for  services  have  continued  to  rise  throughout  the  year. 

For  next  year,  no  major  new  forces  affecting  consumer  goods  prices 
are  in  evidence,  unless  this  conference  sees  some  that  will  change 
prices  of  foods  --  and  I leave  that  to  you.  Consumer  demand  continues 
strong,  especially  for  a variety  of  durable  goods;  it  seems  to  be  moving 
toward  more  expensive  or  higher  quality  models.  "Trading  up"  seems  to 
be  characteristic  of  today's  consumer  buying. 

There  are,  however,  some  potential  upward  pressures  on  costs  and 
prices  at  both  wholesale  and  retail  which  most  current  appraisals  tend 
to  overlook  --  the  possibility  of  higher  transportation  charges,  especially 
for  trucking,  and  the  rising  level  of  State  and  local  taxes  on  industry, 
on  retail  sales  and  on  real  estate,  as  communities  seek  to  finance 
addi t i onal  services. 

Wages 


So  far  as  wages  are  concerned,  it  is  expected  that  the  increases  in 
1964  will  not  differ  markedly  in  size  from  those  in  1963  or  1962,  and 
1961,  for  that  matter.  Only  a very  drastic  change  in  the  economic 
climate  leads  to  a substantial  change  in  the  size  of  wage  rate  increases. 

Wage  changes  in  major  wage  settlements  have  been  somewhat  smaller 
this  year  than  in  1962  --  indeed  they  have  been  smaller  in  cents  per 
hour  for  the  past  3 years  than  in  earlier  years.  The  wage  increase  in 
negotiated  contracts  in  all  industries  has  been  about  3 percent  or  about 
7 cents  an  hour;  in  manufacturing  about  2.5  percent  or  5 cents  per  hour; 
in  construction  3-8  percent  or  l4  cents  an  hour.  These  changes  are  for 
cash  wages  and  do  not  reflect  the  cost  of  "fringe  benefits"  on  which 
negotiations  have  concentrated  to  a considerable  extent.  "Fringe 
benefits"  add  to  total  labor  costs,  but  even  taking  them  into  account, 
the  rate  of  increase  in  labor  costs  in  major  bargaining  agreements  seems 
to  have  been  smaller  in  the  past  three  years  than  earlier. 

Most  of  these  data  are  for  contracts  for  production  workers.  There 
is  some  evidence  that  white-collar  wages  and  salaries  in  private  industry 
--  where  there  are  shortages  --  have  been  going  up  faster  than  rates  for 
blue  collar  workers. 

In  1964  the  industries  in  which  there  will  be  new  negotiations 
include  automobiles  and  parts,  farm  equipment,  construction,  trade,  and 
some  of  the  telephone  companies.  Most  major  trucking  agreements  expire 
early  in  1964.  This  can  be  a matter  of  great  interest  to  you  since  so 
much  of  your  shipping  is  done  by  truck  — as  can  the  conclusion  of  the 
railroad  work  rule  negotiations. 
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In  view  of  this  year's  high  profit  record  in  some  industries,  one 
must  expect  some  very  hard  bargaining.  The  emphasis  in  bargaining  is 
likely  to  continue  to  be  on  various  methods  of  improving  job  security 
as  well  as  on  higher  incomes. 

Some  wage  increases  are  already  negotiated  to  become  effective  in 
196^-j  they  do  not  differ  significantly  from  the  increases  in  1962  or 
1963.  There  will  be  no  cash  wage  increases  in  basic  steel,  or  aluminum 
since  there  will  be  no  new  negotiations  next  year. 

Some  rates  are  tied  to  the  cost  of  living  --  about  2.5  million 
workers  are  covered  by  such  contracts  — and  their  pay  will  be  determined 
by  the  rate  of  increase  in  consumer  prices. 

In  summary: 

The  expectation  is  for  moderate  price  and  wage  changes  similar 
to  the  emerging  trends  of  this  year;  a further  increase  in  employment, 
and,  given  a strong  advance  in  activity,  a reduction  in  unemployment. 
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CURRENT  DEVELOPMENT S AFFECTING  THE  FOREIGN  TRADE  OUTLOOK 

Talk  by  Raymond  A.  Ioanes, 

Administrator,  Foreign  Agricultural  Service, 
at  the  4lst  Annual  Agricultural  Outlook  Conference, 

Washington,  D.  C.,  2.00  P.  M.,  Monday,  November  l8,  1963 

These  are  exciting  times  in  the  foreign  trade  field.  Never  before 
in  my  experience  have  I seen  so  many  problems  being  probed  and  approaches 
being  tested  as  in  recent  months. 

I have  just  returned  from  the  Amsterdam  Trade  Fair  and  Symposium 
where  we  have  been  trying  to  focus  North  Atlantic  Community  attention  on 
the  trade  issues,  particularly  agricultural  issues,  which  we  must  solve 
in  the  months  ahead.  The  Amsterdam  operation  has  been  a long-range 
effort  to  promote  a better  understanding  of  problems  and  possible  sol- 
utions as  we  get  ready  for  the  Kennedy  Round  of  trade  and  tariff  nego- 
tiations which  begin  in  1964. 

Many  of  the  developments  taking  place  in  the  world  today  could 
well  affect  the  foreign  trade  outlook  for  a long  time  to  come.  Let's 
talk  about  a few  of  the  more  important  ones  to  see  if  they  suggest 
directions  in  which  we  are  moving  with  respect  to  foreign  agricultural 
trade . 

But  first  let's  look  at  the  1963-64  export  situation. 

The  immediate  outlook  for  U.  S.  agricultural  exports  is  brighter 
than  in  any  other  year  in  the  Nation's  history.  Exports  in  1963-64 
promise  to  surpass  by  a wide  margin  anything  we  have  ever  done  before — 
and  we  have  been  doing  very  well  in  recent  years. 

It  appears  now  that  total  shipments  of  farm  products  in  1963-64 
will  approximate  $6.0  billion.  If  shipments  hit  that  level — and  much 
will  depend  on  whether  substantial  grain  sales  to  the  Soviet  Bloc  coun- 
tries materialize — they  will  exceed  by  15  percent  the  previous  record 
of  $5*1  billion  established  in  19 61-62. 

We  can  be  especially  pleased  that  the  total  sold  for  dollars  will 
be  at  a new  peak  of  about  $4.2  billion,  representing  70  percent  of 
total  shipments.  This  sharp  gain  in  dollar  sales  is  of  special  impor- 
tance when  we  consider  our  still -critical  balance  of  payments  situation. 

Many  things  account  for  the  currently  favorable  export  prospects. 
Export  demand  for  food  and  fiber  has  been  on  the  upgrade  for  a number 
of  years'  because  of  foreign  population  increases,  the  higher  purchasing 
stimulated  by  economic  growth,  U.  S.  market  development  activities,  some 
liberalization  of  trade  in  farm  products,  and  U.  S.  efforts  to  gear  our 
farm  productivity,  through  the  Food  for  Peace  Program,  to  requirements 
of  the  less  developed  countries.  To  these  factors  we  must  add  this  year 
the  "extraordinary"  element  of  agricultural  shortages  in  some  countries, 
which  many  observers  believe  are  largely  the  result  of  unfavorable 
weather. 
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Wheat  was  hit  especially  hard  by  weather.  It  is  important  to  note  that 
the  losses  in  wheat  were  not  only  heavy  in  certain  traditional  importing 
areas , such  as  Western  Europe  and  Japan,  but  also  in  some  exporting  coun- 
tries, such  as  the  Soviet  Union  and  France.  The  Department  estimates  that 
the  additional  trade  created  for  exporting  countries  because  of  the  poor 
wheat  crops  in  1963-64  total  close  to  600  million  bushels. 

By  way  of  contrast,  the  principal  wheat  exporting  countries  all  had 
large  harvests.  Both  Canadian  and  Australian  outputs  set  new  records. 

And  production  in  the  United  States  was  up  from  last  year.  Furthermore, 
Canada  and  the  United  States  entered  the  current  season  with  especially 
large  wheat  supplies  in  inventory.  Therefore,  there  was  more  than  enough 
wheat  on  hand  to  meet  the  new  demands . 

An  important  new  element  in  the  grain  picture  is  the  coincidence  of 
large  purchases  of  wheat  in  the  same  year  by  Communist  China  and  the 
Eastern  European  countries,  including  the  Soviet  Union.  These  two  areas 
are  entering  world  markets  this  year  for  the  purchase  of  about  500  million 
bushels  of  wheat  and  wheat  flour --a  total  accounting  for  about  25  percent 
of  1963-64  world  trade  in  this  important  cereal. 

These  "new"  sales  for  cash  highlight  the  fact  that  commercial  world 
wheat  trade  has  been  rather  static.  For  example,  if  we  were  to  eliminate 
from  this  year's  world  wheat  trade  the  purchases  by  the  Eastern  European 
Communist  countries  and  Communist  China,  and  compare  the  remainder  with 
the  wheat  trade  that  existed  eight  or  ten  years  ago,  we  would  find  that 
world  wheat  trade  has  increased  largely  because  of  the  Food  for  Peace 
Program.  So  the  point  we  need  to  dwell  on  is  whether  the  Soviet  Bloc 
countries  and  Communist  China  are  going  to  be  continuing  takers  of  huge 
quantities  of  wheat  and  other  grains  in  the  years  ahead. 

We  know  that  Communist  China  did  not  have  a good  grain  harvest  this 
year.  Although  the  regime  has  made  no  announcement  of  grain -purchase 
plans  for  1964,  the  factors  which  led  to  purchases  in  recent  years  are 
still  present.  I think  we  can  assume  that  Communist  China  will  still  be 
in  the  grain  market  next  year. 

How  about  the  Soviet  Union9  We  are  pretty  well  convinced  that  poor 
weather  had  a lot  to  do  with  Russia's  huge  purchases  this  year.  If  I 
had  to  guess,  I would  think  that  a good  growing  season  in  1964-65  would 
cause  Russia  to  stay  out  of  the  world  market.  Russia  has  a tremendous 
wheat  acreage.  Just  a few  bushels  per  acre  more  or  less  make  a big  differ- 
ence in  the  Russian  supply  situation. 

The  newspapers  have  given  good  coverage  to  the  wheat  negotiations 
currently  being  conducted  with  the  Russian  delegation.  So  far, 
actual  sales  have  been  limited  to  several  "parcels"  of  corn  and  wheat 
to  Hungary.  The  Soviet  Purchasing  Mission  is  in  the  United  States,  dis- 
cussing terms  and  delivery  conditions  with  U.  S.  private  traders.  As 
you  might  expect  in  a negotiation  of  this  kind,  involving  as  it  does 
sales  by  individual  private  traders  to  a new  buyer  whose  system  is  so 
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much  different  from  ours,  a certain  amount  of  probing  and  clarifying  of 
the  ground  rules  must  he  expected.  I think  that  this  process  is  just  about 
completed  and  the  paths  cleared  for  business. 

I want  to  talk  now  about  certain  developments  taking  place  in  the 
United  Kingdom.  These  are  developments  which  have  not  had  wide  publicity 
in  the  general  or  trade  press.  But  lack  of  publicity  does  not  diminish 
the  importance  of  the  British  moves.  As  you  probably  know,  the  United 
Kingdom  is  one  of  our  best  customers  for  U.  S.  farm  products.  Our  agri- 
cultural shipments  to  Britain  amounted  to  $367  million  in  1962-63 — and  have 
been  as  high  as  $475  million  in  recent  years. 

The  United  Kingdom  has  followed  a fairly  liberal  trade  policy  for  many 
years.  It  is  true  that  the  United  Kingdom  gives  British  Commonwealth  coun- 
tries, notably  Australia,  New  Zealand,  and  Canada,  import  preferences  on  a 
number  of  agricultural  items,  such  as  certain  grains,  meats,  tobacco,  and 
others . But  it  also  is  true  that  the  United  Kingdom  grants  duty  free 
treatment  to  some  of  the  commodities  we  are  most  eager  to  export,  such  as 
wheat,  yellow  corn,  cotton,  and  moderate  duties  on  some  other  commodities. 

Now  the  British  are  taking  a new  look  at  several  of  their  domestic 
agricultural  programs . 

One  of  the  looks  has  been  directed  at  grain.  The  British  are  propos- 
ing a system  they  hope  will  mean  smaller  government  outlays  for  agriculture 
and  more  stable  prices.  Under  the  present  system,  British  grain  farmers 
receive  so-called  deficiency  payments  on  their  entire  output,  the  payments 
representing  the  difference  between  an  established  price  level  and  the 
world  price,  as  reflected  by  "landed  costs"  of  grain  in  the  United  Kingdom. 
Now  the  British  are  proposing  that  a limit  be  placed  on  the  funds  available 
for  deficiency  payments  to  their  grain  farmers.  Also,  a national  production 
base  in  terms  of  the  value  of  output  rather  than  acreage  would  be  estimated. 
If  production  in  the  new  crop  year  exceeded  the  base,  payments  per  bushel 
and  returns  to  farmers  would  be  reduced. 

Another  major  feature  of  the  U.  K.  proposal  is  the  introduction  of  a 
system  of  minimum  import  prices.  In  simple  terms,  the  system  would  provide 
for  the  imposition  of  import  levies  on  imported  grain,  if  needed,  to  bring 
the  landed  duty-paid  cost  of  the  grain  up  to  the  level  of  the  minimum 
import  price.  It  obviously  would  be  unnecessary  to  levy  such  charges  if 
exporting  countries  could  land  their  grain  in  England  at  prices  equal  to  or 
above  the  minimum  import  price  schedule. 

Some  of  the  major  features  of  the  overall  plan  are  not  yet  know,  such 
as  the  national  production  base  and  the  size  of  the  national  payment  fund. 
But  we  are  keeping  in  close  touch  with  the  situation  to  try  to  assure  that 
our  grain  exports  to  the  United  Kingdom  are  not  adversely  affected.  After 
all,  the  United  States  has  valuable  bound  duty  commitments  from  the  United 
Kingdom  on  a large  part  of  our  grain  trade . We  must  make  sure  that  our 
rights  for  these  concessions  are  not  impaired  by  any  new  system  that  might 
be  adopted . 
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We  also  are  interested  in  recent  British  actions  to  limit  meat  imports 
from  non-Commonwealth  sources.  We  are  interested  because  of  the  effect 
these  British  moves  on  the  U.  S.  meat  import  situation  and  the  effects  on 
international  trade  policies  generally. 

Both  beef  and  pork  are  affected  by  the  British  actions.  Under  a 
"gentlemen’s  agreement"  established  earlier  this  year,  Argentina  will  limit 
exports  of  beef  to  the  U.  K.  market  in  accordance  with  voluntary  quotas. 

The  quotas,  though  subject  to  periodic  revision,  are  considered  binding  by 
both  countries.  Yugoslavia  reduced  meat  shipments  to  the  United  Kingdom 
by  about  35  percent  this  year.  Yugoslavia's  action  was  taken  after  the 
British  Parliament  showed  increasing  concern  over  unlimited  imports  enter- 
ing the  United  Kingdom. 

Just  a few  days  ago  the  United  Kingdom  established  import  quotas  on 
bacon  (Wiltshire  sides)  with  seven  supplying  countries- -Denmark,  Hungary, 
Ireland,  The  Netherlands,  Poland,  Sweden,  and  Yugoslavia- -and  established 
the  quantity  of  British -produced  bacon  that  is  to  be  supplied.  The  shares 
of  the  market  are  to  be  established  by  a Bacon  Market  Council,  composed 
of  representatives  of  the  participating  governments  under  a U.  K.  chairman, 
assisted  by  necessary  industry  and  trade  advisors.  The  Council  also  will 
allocate  shipments  from  reserve  supplies  to  satisfy  unforeseen  demand 
conditions  and  to  maintain  price  stability. 

The  British  appear  to  b*e  closing  their  trade  doors  somewhat  on  beef 
imports . The  action  is  perhaps  not  so  significant  in  its  present  form  as 
was  the  termination  of  long-term  meat  supply  contracts  with  Commonwealth 
countries  which  took  place  a few  years  ago.  But  the  effect  of  the  new 
action,  particularly  if  it  is  extended  to  other  exporting  countries  and 
a minimum  import  price  feature  added,  could  throw  a greater  trade  burden 
on  the  remaining  importing  countries  of  the  world. 

The  United  States  is,  of  course,  the  most  important  of  the  meat- 
importing  countries.  A few  years  ago  we  took  2 6 percent  of  the  world's 
trade  in  beef.  Today,  however,  we  take  over  50  percent.  We  have  replaced 
the  United  Kingdom  as  the  world's  leading  beef  importer.  Obviously  we 
are  directly  affected  by  any  action  which  is  taking  to  restrict  exports  to 
other  markets  of  the  world,  such  as  the  United  Kingdom. 

The  action  the  British  have  taken  on  bacon  has  a most  interesting 
feature  in  it.  British  farmers  are  in  effect  sharing  their  home  market  with 
foreign  suppliers . I have  not  yet  examined  details  of  the  formula  used 
for  this  purpose.  Therefore,  I am  not  in  a position  to  pass  judgment  as 
to  whether  the  formula  has  policy  implications  for  other  products . 
Nevertheless,  this  technique  is  one  which  we  are  sure  will  receive  increased 
attention  in  the  days  ahead. 

Today  I want  to  limit  my  remarks  with  respect  to  the  European  Economic 
Community  to  the  recently  announced  Mansholt  Proposal  for  the  unification 
of  EEC  grain  prices.  This,  of  course,  is  a most  important  matter,  not  only 
to  EEC  members,  but  also  to  grain  and  livestock  producing  countries. 

On  November  5*  Sicco  Mansholt,  Vice  President  of  the  EEC  Commission, 
proposed  the  unification  of  Common  Market  grain  prices  to  become  effective 
for  the  1964-65  crop.  The  jump  to  immediate  unification  is  in  sharp 
contrast  to  some  earlier  ideas  that,  although  the  eventual  Community-wide 


target  price  might  be  set  promptly,  its  achievement  would  probably  be 
approached  in  stages  until  reached  in  1970- 

Mr.  Mansholt  has  suggested  an  intervention  or  support  price  for  wheat 
in  1964-65  of  $93*69  a metric  ton,  or  $2.55  a bushel..  In  terms  of  current 
intervention  prices,  that  is  an  increase  in  the  current  price  support  level 
in  France  of  about  8 percent  and  a decrease  in  Western  Germany  of  about  11 
percent.  However,  since  it  appears  that  the  present  French  quantum  system 
would  be  eliminated,  as  well  as  certain  taxes,  the  effect  on  French  grain 
prices  would  be  even  greater.  We  calculate  that  wheat  prices  received  by 
farmers  in  France  would  go  up  15  percent  in  1964-65  and  barley  prices  20 
percent . 

As  part  of  the  Mansholt  Proposal,  grain  prices  would  be  reviewed  annu- 
ally. The  review  would  take  into  account  the  effect  on  farm  prices  and 
incomes  of  the  general  level  of  prices,  production  costs,  demand,  and  other 
factors . 

Under  the  proposal  prices  would  be  reduced  below  existing  levels,  par- 
ticularly in  West  Germany.  These  reductions  would  be  offset  fully  at  the 
beginning  through  a system  of  payments  and  then,  until  1970,  on  a declin- 
ing scale. 

The  Mansholt  Proposal  is,  of  course,  extremely  important  to  the  EEC 
and  to  the  United  States.  It  is  being  widely  discussed  in  Brussels,  and  in 
the  respective  capitals  of  the  EEC  countries . Needless  to  say,  it  is  also 
being  studied  and  discussed  in  capitals  of  the  grain  exporting  countries. 

It  is  scheduled  to  come  before  the  EEC  Council  for  consideration  in  mid- 
December. 

A key  question  that  will  be  asked  in  the  days  ahead  is  what  effect 
these  price  levels  will  have  on  EEC  production,  particularly  in  France,  in 
the  years  ahead.  For  it  is  the  spur  that  prices  will  give  to  production, 
coupled  with  the  real  unification  of  the  EEC  grain  market  and  its  built-in 
preference  for  internal  suppliers,  which  will  determine  the  level  of  the 
EEC ' s import  needs . 

You  may  be  sure  that  the  U.  S.  Government  is  making  its  views  known 
with  respect  to  this  key  problem.  The  goal  the  United  States  has  in  mind 
is  the  maintenance  of  our  share  of  the  growing  grain  market  that  we  have 
enjoyed  within  the  EEC  in  recent  years. 

This  concludes  my  discussion  of  certain  current  developments . There 
are  many  others,  of  course,  that  I could  touch  upon.  But  Bushrod  Allin 
has  arranged  a panel  discussion  that  will  give  us  an  opportunity  to  cover 
the  matters  we  have  not  been  able  to  include  in  our  individual  statements. 


It  has  been  a pleasure  to  meet  with  you. 
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In  this  paper  I want  to  look  at  U.S.  farm  exports  over  the  next  5 years, 
focusing  primarily  on  the  year  1968.  This  forward  look  is  based  on  a careful 
examination  of  demand  in  the  principal  overseas  outlets  for  each  commodity, 
taking  into  account  projected  growth  in  population  and  income  for  each  country. 
We  have  also  taken  into  account  the  projected  supply  position  of  the  United 
States  and  the  projected  exportable  surpluses  of  principal  competitors. 

The  level  of  U.S.  farm  exports,  which  has  risen  rapidly  over  the  last 
several  years,  is  expected  to  continue  this  upward  trend  over  the  next  several 
years.  Farm  exports,  averaging  just  under  $U  billion  per  year  in  the  late 
fifties  and  $5  billion  annually  thus  far  in  the  sixties,  are  projected  to  pass 
the  $6  billion  level  by  the  late  sixties.  Exports  of  the  current  year  may 
approximate  the  $6  billion  level  projected  for  the  late  sixties,  but  owing  to 
the  unusual  conditions  in  the  Soviet  Bloc  and  Western  Europe,  this  year's  ex- 
ports are  well  above  the  long-term  trend. 

U.S.  farm  exports  are  rising  faster  than  farm  output.  During  the  late 
thirties  exports  of  farm  products  amounted  to  7 percent  of  gross  farm  income. 
Since  that  time  the  share  has  risen  steadily,  reaching  9 percent  in  the  forties, 
10  percent  in  the  fifties  and  13  percent  in  the  early  sixties.  Projections  of 
farm  income  and  exports  show  this  share  still  rising,  exceeding  llj.  percent  by 
1968. 


Traditionally,  exports  of  farm  products  have  represented  a declining  share 
of  our  total  exports.  This  trend  has,  however,  recently  been  reversed.  Farm 
exports  are  now  expanding  much  more  rapidly  than  nonfarm  exports.  The  agri- 
cultural share  of  total  exports,  reaching  a postwar  low  of  18  percent  in  1953, 
is  now  rising.  In  each  of  the  three  years,  1960-62,  farm  exports  represented 
2h  percent  of  total  exports.  Given  the  projected  rise  in  farm  exports  in  this 
paper,  agriculture's  share  of  total  U.S.  exports  should  be  even  higher  in  1968. 

Public  Law  I48O  shipments,  being  used  more  and  more  to  underwrite  economic 
development  programs  in  recipient  countries,  are  expected  to  expand  at  about 
the  same  rate  as  commercial  sales . The  share  of  farm  exports  moving  abroad 
under  P.L.  U80  will  thus  remain  about  the  same  as  at  present. 

The  role  of  U.S.  agriculture  in  the  international  economy  is  steadily 
expanding.  Agricultural  exports  from  this  country  now  exceed  total  exports 
from  most  countries,  the  only  exceptions  being  West  Germany,  the  United 
Kingdom,  France,  Canada,  and  the  Soviet  Union.  Or,  compared  with  other  lead- 
ing suppliers  of  farm  products  in  world  markets,  agricultural  exports  from  the 
United  States  exceed  those  of  Canada,  Australia  and  Argentina  combined. 
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The  destination  of  U.S.  farm  exports  by  region  is  changing.  Historically, 
Western  Europe  took  the  greater  share  of  the  U.S.  farm  products  moving  abroad. 

Up  until  about  1950,  this  region  took  tWo-thirds  or  more  of  the  total.  After 
this  point,  however,  the  export  pattern  shifted  rather  abruptly  as  Western 
Europe's  share  dropped  to  less  than  one-half,  and  Asia's  share  picked  up 
sharply,  going  from  one-sixth  to  about  one-fourth.  Asia's  share  remained  at 
this  level  until  Public  Law  1*80  was  enacted  in  195b-  Following  this,  Asia's 
share  increased  further,  reaching  an  average  of  29  percent  in  the  1960-62 
period. 

The  share  of  our  farm  exports  going  to  Latin  America  has  fluctuated  widely, 
reaching  a high  of  15  percent  in  the  1950-5U  period.  Since  the  late  1950 's 
U.S.  agricultural  exports  to  Latin  America  have  not  kept  pace  with  our  total 
farm  exports.  This  is  due  in  large  part  to  the  recent  loss  of  the  Cuban  market — 
previously  our  leading  Latin  American  market. 

Farm  exports  to  Canada, growing  steadily  in  recent  years,  nearly  doubled 
from  1950-5U  to  1962.  Our  economically  prosperous  neighbor  to  the  north  now 
imports  more  U.S.  farm  products  than  all  the  countries  of  Latin  America  com- 
bined. It  should  be  noted,  however,  that  a small  but  significant  part  of  the 
exports  going  to  Canada  are  used  to  "finish  off"  outbound  ships  moving  out  the 
St.  Lawrence  Seaway. 

Africa,  starting  from  a very  low  base,  is  increasing  steadily  in  importance 
as  a market.  The  African  share  of  slightly  more  than  1 percent  in  the  prewar 
period  reached  nearly  8 percent  in  1962. 

The  developed  regions  as  a group  are  taking  a declining  share  of  our  farm 
exports.  Over  the  past  25  years,  Canada  and  Oceania  have  consistently  taken 
about  10  percent  of  the  total  but  Europe's  share  has  been  dropping  sharply. 
Together,  these  regions  took  77  percent  of  the  total  during  the  1935-39  period. 
During  the  1950 's  this  share  fell  to  59  percent.  Thus  far  in  the  1960's,  it 
has  been  56  percent.  Conversely  the  less  developed  regions  have  upped  their 
share  of  our  farm  exports  from  23  percent  prewar,  to  1*1  percent  in  the  1950 's, 
and  to  kb  percent  in  the  1960's. 

U.S.  exports  of  grain,  both  food  grains  and  feed  grains,  are  expected  to 
continue  the  upward  trend  of  recent  years.  Exports  of  all  grains,  which  are 
projected  to  reach  1*1  million  metric  tons  in  1968,  would  be  double  the  average 
annual  exports  of  the  1955-59  period.  This  represents  an  alltime  high  for 
the  export  of  both  wheat  and  feed  grains. 

Grains  are  becoming  increasingly  important  in  the  overall  U.S.  export 
pattern.  During  the  1950 's  they  accounted  for  exactly  one-third  of  all  agri- 
cultural exports.  By  the  early  1960's  this  share  had  risen  to  nearly  1*0  per- 
cent, a level  likely  to  be  maintained  through  1968. 

U.S.  exports  of  wheat,  including  flour  expressed  in  wheat  equivalent, 
averaged  621*  million  bushels  annually  from  1959  to  1961.  By  1968  annual  wheat 
exports  are  expected  to  average  800  million  bushels. 

The  share  of  U.S.  wheat  production  exported  is  steadily  increasing.  Just 
over  50  percent  was  being  exported  in  the  1959-61  period.  This  share  is  pro- 
jected to  rise  to  56  percent  by  1968,  even  with  the  much  greater  output. 

During  the  1959-61  period  an  average  of  26  million  acres  were  producing  wheat 
destined  for  export.  By  1968,  the  acreage  required  to  meet  export  needs,  allow- 
ing for  projected  improvement  in  yields,  will  exceed  31  million  acres. 
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The  growing  importance  of  overseas  outlets  is  reflected  in  the  fact  that 
American  farmers  will  be  producing  wheat  primarily  for  overseas  markets  in 
1968;  11  bushels  will  be  marketed  abroad  for  every  9 bushels  used  domestically 
in  1968. 

Traditionally  most  U.S.  wheat  exports  have  gone  to  Europe,  but  since 
World  War  II  Asia  has  supplanted  Europe  as  the  leading  outlet  for  wheat.  Sev- 
eral of  the  leading  outlets  for  U.S.  wheat  are  in  Asia.  Among  these  are  India, 
Pakistan,  and  Japan.  During  the  1939-61  period  the  United  States  supplied  36 
percent  of  the  wheat  consumed  in  India,  22  percent  of  that  consumed  in  Pakistan, 
and  3b  percent  of  that  consumed  in  Japan. 

Of  all  agricultural  commodities  traded  internationally  wheat  is  the  most 
important.  Annual  world  wheat  and  wheat  flour  exports,  valued  at  $3  billion 
in  1961,  exceeded  other  major  commodities  such  as  coffee,  sugar  and  rubber. 

The  U.S.  share  of  world  wheat  exports,  well  below  10  percent  just  prior  to 
World  War  II,  has  exceeded  UO  percent  in  recent  years  and  is  still  rising,  a 
trend  expected  to  continue  during  the  period  under  consideration. 

Rice  exports  are  projected  to  hold  steady  at  about  a million  tons  of  milled 
rice.  The  United  States  now  ranks  third  as  a world  rice  exporter  behind  Burma 
and  Thailand.  It  should  hold  this  position  since  Mainland  China,  ranking  third 
in  the  late  1930' s,  has  lost  much  of  its  exportable  rice  surplus. 

U.S.  feed  grain  exports,  trending  steadily  upward  since  the  end  of  World 
War  II,  will  continue  this  trend  during  the  period  under  consideration.  Ex- 
ports are  projected  at  18.3  million  metric  tons  in  1968 — a 30  percent  increase 
above  the  1939-61  level. 

Feed  grain  exports  are  going  primarily  to  Western  Europe  and  Japan.  The 
West  European  countries  and  Japan  are  characterized  by  rapidly  rising  per 
capita  incomes  and  rapid  increases  in  the  per  capita  consumption  of  livestock 
products.  These  countries  are  also  densely  populated  and  have  little  addi- 
tional land  available  to  support  expanding  livestock  industries.  Thus,  they 
must  look  to  the  international  market  for  feed  grains. 

The  share  of  U.S.  feed  grain  output  exported,  just  under  9 percent  in 
1939-61,  is  projected  to  exceed  12  percent  in  1968.  The  acreage  producing 
for  the  overseas  market  is  projected  to  rise  from  10.8  to  13-3  million  acres. 
Feed  grain  yields  are  projected  to  rise  23  percent  during  the  same  period; 
otherwise  the  acreage  producing  for  export  would  be  much  larger.  Whereas  the 
grain  from  one  acre  out  of  every  11  acres  harvested  was  exported  in  the  1939-61 
period,  one  acre  out  of  every  8 may  be  moving  abroad  in  1968. 

In  recent  years  corn  has  accounted  for  nearly  three-fourths  of  U.S.  feed 
grain  exports  measured  in  quantity  terms.  Grain  sorghums  rank  next  in  impor- 
tance and  combined  with  barley,  they  account  for  most  of  the  remaining  one- 
fourth.  Oats  account  for  about  1 percent  of  feed  grain  exports.  This  general 
pattern  is  not  likely  to  change  much  over  the  next  3 years. 

World  corn  trade  has  doubled  over  the  past  decade.  The  U.S.  share  has 
remained  quite  steady  at  just  over  one-half  of  the  total.  Exports  from 
Argentina,  a long  standing  corn  exporter,  have  not  kept  pace  with  the  recent 
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growth  in  total  corn  exports.  Newly  emerging  corn  exporters  such  as 
Thailand  and  the  Republic  of  South  Africa  have  picked  up  much  of  the  slack. 
The  United  States  should  maintain  at  least  its  present  share  of  corn  ex- 
ports over  the  period  under  review. 

The  United  States,  supplying  three-fourths  of  the  grain  sorghums  ex- 
ported in  recent  years,  enjoys  an  enviable  position.  Aside  from  the  United 
States  there  have  not  been  any  countries  with  large  exportable  surpluses  of 
grain  sorghums.  Our  share  of  the  growing  sorghum  market,  about  90  percent 
in  recent  years,  should  not  diminish  over  the  next  few  years. 

The  U.S.  provides  less  than  one-third  of  world  barley  exports.  Canada, 
Australia,  and,  more  recently,  France  have  had  sizable  export  surpluses. 
World  barley  exports  like  those  of  corn  and  grain  sorghums,  have  nearly 
doubled  over  the  last  few  decades. 

The  outlook  for  soybean  exports  is  bright.  Both  production  and  exports 
are  rising  rapidly.  U.S.  soybean  exports  are  projected  at  2h0  million 
bushels  by  1968,  an  increase  of  70  percent  above  the  1959-61  level.  The 
share  of  production  exported,  including  soybeans  and  soybean  oil,  is  pro- 
jected to  remain  relatively  steady  at  nearly  one-half. 


Seventeen  million  acres  will  be  needed  to  produce  soybeans  for  export  in 
1968.  This  includes  both  soybeans  and  soybean  oil.  The  land  required  to  grow 
soybeans  for  export  purposes  alone  in  1968  will  exceed  the  annual  soybean 
acreage  harvested  in  the  early  1950 's. 

U.S.  soybeans  and  soybean  oil  have  provided  formidable  competition  for 
other  oilseeds  and  vegetable  oils  in  the  world  market.  Soybeans  are  today  the 
leading  oilseed,  having  eclipsed  such  traditional  oil  bearing  commodities  as 
peanuts,  copra  and  palm  kernels.  As  U.S.  soybean  exports  continue  their  ex- 
pected rapid  expansion,  the  U.S.  role  in  the  international  vegetable  oils  and 
oilseeds  market  will  become  even  more  dominant. 

Several  factors  are  responsible.  On  the  supply  side  Mainland  China,  the 
only  other  major  world  exporter,  and  once  the  source  of  90  percent  of  the  soy- 
beans entering  the  world  market,  has  lost  its  traditional  large  exportable 
surplus.  Lagging  agricultural  output,  on  the  one  hand,  and  the  steady  growth 
of  population.,  on  the  other,  will  likely  prevent  China's  re-emergence  as  a 
serious  competitor  in  the  world  soybean  market.  Thus,  the  United  States  is 
likely  to  continue  to  supply  90  percent  or  more  of  the  soybeans  entering  the 
world  market. 

On  the  demand  side,  world  demand  for  soybeans  is  expanding  for  two  reasons 
Consumption  of  livestock  products  is  rising  rapidly  in  Western  Europe  and  Japan 
This  is  reflected  in  the  steadily  expanding  need  for  imported  feedstuffs  includ 
ing  soybean  oilcake  and  meal.  Second,  diets  in  less  developed  regions  are 
characteristically  deficit  in  fats  and  oils.  Soybean  oil  has  thus  become  a 
leading  component  of  our  Food  for  Peace  Program. 

Exports  of  livestock  products  are  expected  to  make  only  modest  gains  over 
the  next  5 years.  The  increase  is  not  expected  to  keep  pace  with  the  overall 
increase  in  agricultural  exports,  thus  reducing  the  livestock  products'  share 
of  total  agricultural  exports  from  the  12-percent  level  of  the  early  1960's 
to  11  percent  in  1968.  Among  the  various  livestock  products,  the  outlook  for 
nonfat  dry  milk  is  most  promising.  Exports  of  this  commodity  could  reach  1.1 
billion  pounds  by  1968--or  nearly  double  the  1955-59  level.  Exporting  nonfat 
dry  milk  to  the  less  developed  regions  is  a practical  way  of  using  U.S.  agri- 
cultural production  potential  to  alleviate  diet  deficits  in  animal  protein. 
Nonfat  dry  milk  ships  and  stores  well.  It  is  especially  important  in  the  U.S. 
sponsored  school  lunch  programs  now  operated  in  many  less  developed  countries 
as  part  of  our  Food  for  Peace  Program.  Some  three-fourths  of  our  current 
nonfat  dry  milk  exports  move  under  the  Food  for  Peace  Program. 

Hides  and  skins  exports  are  projected  at  lU  million  pieces  in  1968.  This 
represents  an  alltime  high  and  a sizable  advance  from  the  1959-61  export  level. 
Tallow  and  grease  exports,  rising  steadily  for  several  years,  are  projected  at 
over  2 billion  pounds,  or  30  percent  above  the  1959-61  level.  Lard  exports 
are  expected  to  decline  substantially  from  the  1959-61  level.  Per  capita  lard 
consumption  is  declining  in  some  of  our  high  income  markets.  Another  factor 
reducing  lard  exports  is  the  recent  loss  of  the  Cuban  market — once  a leading 
outlet . 
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Exports  of  fruits  and  vegetables  should  continue  edging  upward  in  line 
with  the  long-term  trend  since  the  end  of  World  War  II.  In  value  terms,  this 
commodity  group  is  expected  to  account  for  8 to  9 percent  of  total  exports — 
about  the  same  as  at  present. 

U.S.  cotton  exports,  despite  wide  fluctuations  over  the  past  decade,  have  f 
averaged  about  5 million  bales  annually.  This  general  level  is  expected  to 
continue  through  1968.  U.S.  cotton  exports  are  declining  both  as  a share  of 
total  U.S.  agricultural  exports  and  as  a share  of  world  cotton  exports. 

Cotton,  accounting  for  well  over  one-fifth  of  total  exports  of  farm  prod-  ' 
ucts  in  the  fifties,  is  expected  to  make  up  just  over  one-tenth  of  the  total 
in  1968.  In  the  face  of  competition  from  several  of  the  developing  countries 
in  Latin  America,  Africa,  and  Asia,  the  U.S.  share  of  the  world  market  has 
declined  somewhat  over  the  past  decade. 

In  addition  to  competition  from  other  suppliers,  U.S.  cotton  exports  are 
encountering  growing  competition  from  synthetic  fibers.  The  use  of  synthetic 
fibers  is  expanding  much  more  rapidly  abroad  than  the  use  of  cotton,  thus 
reducing  cotton's  share  of  the  overseas  fiber  market.  This  competition  from 
synthetic  fibers,  most  pronounced  in  the  industrial  countries  of  Western  Europe  1 
and  Japan,  is  occurring  in  the  face  of  world  cotton  prices  substantially  lower  1 
than  in  the  United  States . 

Tobacco  exports  are  expected  to  edge  up  slightly  over  the  next  5 years, 
with  the  1968  export  level  about  9 percent  above  the  1959-61  average.  Exports 
of  unmanufactured  tobacco  represented  9 percent  of  our  farm  exports  from  1950 
to  1959;  but  because  tobacco  exports  are  not  expanding  as  rapidly  as  total 
farm  exports  this  share  will  drop  to  6 percent  by  1968.  The  U.S.  share  of  the 
world  market  is  also  declining  since  world  tobacco  trade  is  growing  more  rapidly 
than  U.S.  exports.  Another  emerging  country,  the  Federation  of  Rhodesia  and 
Nyasaland,  is  the  principal  source  of  competition  in  this  commodity. 

The  principal  conclusions  of  this  paper  are: 

(1)  Total  U.S.  agricultural  exports  will  continue  the  upward  trend  of 
recent  years  exceeding  $6  billion  by  1968. 

(2)  The  rise  in  agricultural  exports  will  be  led  by  grains,  both  food 
grains  and  feed  grains,  and  by  soybeans,  including  soybean  oil  and  oilcake. 

(3)  Food  for  Peace  will  continue  to  account  for  an  important  part  of  our  | 
farm  exports,  as  the  less  developed  regions  continue  to  take  a growing  share 

of  our  farm  exports . 

(ii)  The  benefits  associated  with  a highly  productive  agricultural  sector 
will  become  more  evident  over  the  next  several  years  as  the  demand  for  food  in 
many  countries  continues  to  grow  faster  than  the  output  of  food. 
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The  consumer  of  today  asks  many  questions  about  his  food,  particularly 
as  it  relates  to  his  health.  Communications  of  every  sort  have  brought  him 
to  the  point  of  recognizing  that  probably  there  is  a relation  between  what 
he  eats  and  what  he  is.  He  is  not  always  completely  convinced  of  this,  and 
he  often  his  some  erroneous  ideas  about  the  relationship.  Even  so,  he  is 
not  going  to  take  the  chance  of  ignoring  any  facet  of  his  environment  that 
might  operate  to  his  advantage. 

The  relation  of  any  particular  food  to  health  may  be  important  to  the 
average  consumer  from  both  a positive  and  a negative  point  of  view.  Thus,  he 
may  see  beefsteak  as  a highly  flavorful  food  that  contributes  protein  and 
many  other  essential  nutrients.  To  him,  this  is  a positive  value.  On  the 
other  hand,  he  may  also  see  beefsteak  as  a source  of  saturated  fat,  which  to 
him  is  a negative  value.  He  knows  many  fragmentary  facts  about  nutrition  and 
food,  but  often  too  many  of  the  facts  are  out  of  context.  He  may  be  concerned 
over  the  cholesterol  content  of  a few  individual  foods  but  disregard  the  need 
for  a diet  that  supplies  enough  of  all  nutrients.  He  may  be  concerned  over 
getting  enough  of  the  polyunsaturated  fatty  acids  in  his  diet  but  disregard 
the  importance  of  not  being  overweight.  He  knows  more  than  he  understands 
and  he  is  confused  by  such  a plethora  of  facts. 

The  consumer  of  today  chooses  his  diet  from  a national  food  supply  that 
is  adequate  to  meet  the  standards  of  our  time  for  good  nutrition — the  NRC 
recommended  allowances . 

The  nutritive  value  of  this  food  supply  has  changed  in  several  respects 
during  recent  decades. 

Calories  per  capita  have  decreased  from  3,530  in  1910  to  3,180  in  1962. 
The  sources  of  some  of  the  calories  have  changed  also. 

The  percentage  of  calories  from  starches  and  sugars  (carbohydrates)  has 
decreased  and  from  fats  has  increased.  In  1910  these  carbohydrates  supplied 
57  percent  of  the  total  calories  but  in  1962  only  47  percent.  The  percentage 
of  calories  supplied  by  fat  increased  from  32  percent  in  1910  to  41  percent 
in  1962.  The  percentage  of  calories  supplied  by  protein  has  stayed  between 
11  and  12  percent  during  this  time. 


1/  1961  Supplement  to  Consumption  of  Food  in  the  U.S.,  1909-52,  Agriculture 

Handbook  No.  62,  and  for  1962,  the  July  1962  estimate. 
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Not  only  have  the  total  calories  and  the  percentage  of  calories  from 
carbohydrate  decreased  in  our  diet  but  the  kind  of  carbohydrate  has  changed 
markedly.  In  1910,  flour  and  cereals  and  potatoes  supplied  44  percent  of 
our  calories,  but  in  1962  these  same  foods  supplied  only  24  percent.  In 
contrast,  sugar  and  sirups  supplied  only  11  percent  of  our  calories  in  1910 
and  16  percent  in  1962. 

Expressed  in  terms  of  commonly  used  foods,  the  per  capita  daily 
consumption  in  1910  averaged  two  potatoes,  13  ounces  of  flour  and  cereals, 
and  about  4 ounces  of  sugar  and  sirups.  In  1962  the  figures  averaged  only 
1 potato,  6 ounces  of  flour  and  cereals,  and  about  5 ounces  of  sugar  and 
sirups. 

During  this  same  period  the  kinds  of  fats  in  the  food  supply  shifted 
significantly  along  with  the  increase  in  the  number  and  proportion  of  the 
total  calories  supplied  by  fats.  In  1910,  butter  supplied  15  percent  of 
the  fat  but  by  1962  the  percentage  had  dropped  to  5 percent.  Margarine  had 

the  reverse  trend.  It  constituted  only  1 percent  of  the  total  fat  in  1910 

but  this  rose  to  almost  6-1/2  percent  in  1962.  The  proportion  of  the  fat 
in  the  form  of  oil  and  salad  dressings  increased  almost  sevenfold — from 

1.5  percent  in  1910  to  about  10  percent  in  1962.  This  increase  accounted 

for  the  large  increase  in  linoleic  acid,  the  polyunsaturated  fatty  acid  that 
has  been  established  as  an  essential  nutrient.  The  estimated  quantity  of 
linoleic  acid  in  the  food  supply  was  11  grams  per  capita  in  1910  and  rose 
55  percent,  to  17  grams,  in  1962.  Meat,  fish,  and  poultry  supplied  the 
same  proportion  of  the  total  fat,  about  one-fourth,  in  1910  as  in  1962. 

Enrichment  and  fortification  of  foods  have  added  significantly  to 
the  nutritive  value  of  the  food  supply  for  about  two  decades.  The  enrichment 
of  flour  and  cereal  adds  about  one-third  more  thiamine,  one-fifth  more  iron 
and  niacin,  and  one-tenth  more  riboflavin  to  the  Nation's  diet  than  would  be 
available  if  these  foods  were  not  enriched. 

There  has  been  an  upward  trend  in  the  fortification  of  additional  food 
products  with  vitamins  A and  D and  with  ascorbic  acid  (vitamin  C).  Since 
1957  the  sale  of  vitamin  A for  addition  to  milk  of  all  types  has  doubled, 
and  the  production  of  ascorbic  acid  sold  for  addition  to  fruit  juices 
and  drinks  has  tripled.  Addition  of  vitamin  A,  including  the  synthetic 
vitamin  A value  of  margarine,  has  increased  the  level  of  this  nutrient  in 
the  Nation's  food  supply  by  7 percent.  (Addition  to  margarine  alone 
increased  the  level  by  6 percent.) 

There  are  other  nutritional  trends  that  have  implications  today  even  though 
they  cannot  be  quantified.  These  are  the  trends  in  the  consumer's 
concern  about  his  food  and  his  health. 

Recently  there  was  established  in  Washington  a Dial-A-Dietitian  service. 
This  is  a telephone  answering  service  under  the  direction  of  the  District  of 
Columbia  Dietetic  Association  and  the  American  Dietetic  Association.  The 
purpose  of  the  program  is  to  provide  the  public  with  a ready  access  to 
authoritative  information  on  foods  and  nutrition,  and  to  combat  food  fads 
with  food  facts.  By  dialing  a well-publicized  telephone  number  anyone  in 
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the  area  may  receive  an  answer  to  any  question  on  normal  nutrition,  food 
composition,  preparation,  and  management.  The  service  does  not  include 
answers  to  questions  about  diet  in  medical  conditions.  The  Dial-A- 
Dietitian  project  began  in  Detroit,  Michigan,  in  1958  and  is  operating 
successfully  in  eight  cities  throughout  the  country. 

The  questions  most  frequently  asked  about  food  and  health  indicate 
that  consumers  are  concerned  about  fats  and  heart  disease,  whether  they 
should  use  vitamin  supplements,  if  the  food  they  buy  in  the  market  is  safe 
and  wholesome,  and  how  they  can  lose  weight  or  keep  from  gaining  weight. 

The  remainder  of  this  paper  is  devoted  to  considering  these  concerns  and 
their  implications. 

There  is  no  doubt  about  it,  the  consumer  continues  to  be  concerned 
about  fat  in  his  diet: 

Dietary  fat  is  in  the  limelight  because  the  kind  and  amount  of  fat 
can  affect  obesity  and  elevated  blood  cholesterol — two  measurable  clinical 
conditions  that  are  frequently  associated  with  cardiovascular  accidents. 

It  is  well  known,  however,  that  both  weight  and  blood  cholesterol  are 
affected  also  by  factors  other  than  the  fat  and  the  polyunsaturated  linoleic 
acid  in  the  diet.  Medical  authorities  agree  that  many  factors  are  involved 
in  the  development  of  heart  and  circulatory  abnormalities  which  lead  to 
cardiovascular  accidents.  These  include  heredity,  sex,  age,  blood  pressure, 
hormones,  emotional  stress,  and  physical  inactivity.  It  is  likely  that 
public  attention  has  focused  too  much  on  dietary  fat  alone. 

Much  publicity  has  been  given  to  the  relation  between  cardiovascular 
disease  in  various  countries  and  the  proportion  of  calories  coming  from 
fat — especially  from  saturated  fats  which  supply  little,  if  any,  linoleic 
acid.  Little  publicity  has  been  given  to  the  fact  that  there  is  also  a 
relation  between  cardiovascular  disease  and  the  percentage  of  calories 
supplied  by  sugar,  and  an  inverse  relation  to  the  percentage  of  calories 
supplied  by  grains  and  potatoes. 

A study  of  the  self-chosen  diets  of  professional  and  business  men 
between  the  ages  of  45  and  55  has  shown  only  slight  differences  in  the  food 
or  nutrient  intakes  of  the  men  with  the  highest  and  with  the  lowest  serum 
cholesterol  values.—  The  diets  of  the  men  with  high  serum  cholesterol  levels 
supplied  11  grams  of  linoleic  acid  compared  with  9.7  grams  supplied  by  the 
diets  of  the  men  with  the  lowest  serum  cholesterol  values.  The  greatest 
dietary  difference  was  that  the  group  with  high  cholesterol  values  had  more 
calories  (about  20  percent  more)  from  rapidly  absorbed  simple  sugars  and 
from  alcohol,  and  had  fewer  calories  from  the  carbohydrates  of  grain 
products , vegetables , and  dry  beans  and  peas  than  the  men  with  lower  blood 
cholesterol  values. 


2/  Diet  and  Some  Health  Characteristics  of  123  Business  and  Professional 
Men  and  Methods  Used  to  Obtain  the  Dietary  Information.  Agricultural 
Research  Service,  U.S.  Department  of  Agriculture,  ARS  62-11,  September 
1962. 
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The  consumer  is  concerned  about  the  "nutritiousness"  of  his  food: 


A persistent  campaign  is  being  waged  to  undermine  the  confidence  of 
the  public  in  the  nutritional  value  of  our  foods.  Uncertainty  or  anxiety 
about  food  and  health  lead  people  in  this  country  to  spend  over  $5  million 
annually  for  vitamin  and  mineral  capsules , pills , and  other  food  supple- 
ments. Dietary  studies  show  repeatedly,  however,  that  people  do  not  always 
need  greater  amounts  of  vitamins  and  minerals  or  other  nutrients  than  are 
supplied  by  their  daily  food  intake.  Also  they  often  misjudge  what  they 
need  in  a vitamin  or  mineral  supplement.  In  one  recent  survey  of  the  diets 
of  older  people  in  Rochester—  , over  one-third  of  the  households  used  a 
vitamin-mineral  preparation.  Almost  one-half  of  the  people  who  were  using 
a supplement  had  diets  that  met  the  NRC  recommended  allowances  for  all 
nutrients.  The  diets  of  the  other  one-half  would  have  been  improved  in 
nutritive  value  by  the  right  supplements.  About  one-fourth  of  these  persons 
used  supplements  that  provided  none  of  the  nutrients  that  were  in  short 
supply  in  their  diets;  and  about  half  of  them  used  preparations  that  provided 
only  some  but  not  all  of  the  nutrients  that  were  in  short  supply.  The 
other  one-fourth  used  preparations  that  supplied  all  of  the  nutrients  needed 
to  supplement  the  food  intake. 


The  consumer  is  concerned  about  the  wholesomeness  of  his  food: 


Our  dependence  on  many  persons  in  many  places  to  produce,  store, 
process,  and  partially  or  fully  prepare  our  food  places  the  consumer' "a 
far  piece"  from  the  origin  of  his  food.  There  are  some  consumers  who  view 
this  separation  with  alarm  and  are  fearful  that  procedures  and  materials 
may  be  used  which  will  adversely  affect  the  wholesomeness  of  food.  They  are 
particularly  fearful  of  "chemicals."  Unfortunately,  to  many  persons  the 
term  "chemicals"  always  suggests  something  that  is  poisonous,  dangerous, 
or  at  best  unnatural.  These  people  do  not  realize  that  all  of  the  constitu- 
ents of  food  are  chemical  substances — in  fact,  everything  in  our  bodies  is 
chemical,  as  is  everything  in  our  physical  environment. 


3/  Source  : The  Nutritional  Adequacy  of  Diets  of  Older  People,  Family 
Economics  Review,  Consumer  and  Food  Economics  Research  Division, 
Agricultural  Research  Service,  U.S.  Department  of  Agriculture.  June 


1963. 
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We  as  consumers  have  high  expectations  for  the  food  we  buy.  We  demand 
a great  deal  of  the  persons  and  the  processes  that  make  it  available  to  us. 

We  expect  agriculture  and  the  food  industries  to  put  on  the  retail  market 
an  abundant  supply  of  every  kind  of  food  that  we  want  and  need.  We  expect 
it  to  be  of  high  nutritive  value,  desirable  in  color,  flavor,  and  texture. 

We  expect  these  qualities  even  if  the  food  must  be  transported  thousands 
of  miles  and  stored  for  long  periods  in  order  to  give  us  year-round  use  of 
seasonally  produced  foods.  We  expect  it  to  be  clean,  unadulterated,  and 
handled  under  sanitary  conditions.  We  expect  it  to  be  appropriately 
packaged  and  labelled  and  marketed  in  convenient  form,  with  much  of  the 
pre-service  preparation  already  done  for  us.  We  expect  to  have  an  almost 
limitless  variety  of  every  kind  of  food,  at  any  and  every  stage  of 
preparation,  available  to  us  at  any  food  market  where  we  choose  for  our 
shopping  during  any  hour  of  a ten-  to  twelve-hour  day,  on  any  day  of  a six-  u 
or  seven-day  week.  In  addition,  we  want  all  of  these  products  and  services 
for  a price  that  we  consider  reasonable! 

Foods  and  services  in  the  market  place  today  meet  most  of  these 
expectations,  and  the  right  use  of  chemicals  has  helped  to  make  this  possible. 

Many  consumers  need  to  be  reassured  of  the  wholesomeness  of  our 
food  supply  and  the  constant  vigilance  and  research  in  progress  to  make  it 
so.  At  the  same  time,  they  must  understand  the  need  for  individual 
responsibility  in  following  directions  for  using  all  products,  such  as 
pesticides  or  other  agricultural  and  household  chemicals,  for  handling  every 
kind  of  food  to  preserve  quality  and  flavor  whether  in  the  garden  or  in  the 
kitchen. 

The  consumer  is  concerned  about  his  weight: 

Mass  communication  and  his  doctor  have  made  the  consumer  aware  of  his 
weight,  especially  if  he  is  overweight.  Overweight  is  one  of  the  greatest 
health  problems  in  this  prosperous  country  of  ours.  Several  kinds  of 
imbalances  are  responsible  for  overweight.  The  basic  imbalance,  of  course, 
is  between  the  amount  of  energy  supplied  by  food  intake  and  the  amount 
needed  for  daily  activity.  Many  popular  foods  have  an  imbalance — being 
high  in  energy  value  in  relation  to  their  other  nutritive  values.  Some 
patterns  of  food  selection  include  an  undue  proportion  of  these  foods  so 
that  a person's  energy  requirement  is  met  or  exceeded  without  the  other 
nutritional  needs  being  met. 

Also  leading  to  overweight  is  the  imbalance  between  our  need  for  food 
and  the  number  of  ways  and  times  that  food  is  used  in  our  way  of  daily  life. 
When  foods  are  used  so  frequently  for  chiefly  social  or  psychological  satis- 
factions, the  amounts  are  usually  excessive  in  relation  to  our  ability  to 
use  the  extra  energy  supplied.  As  a result,  we  gain  weight. 

For  many  consumers,  especially  children,  there  is  an  imbalance  between 
the  number  of  opportunities  they  have  for  making  choices  among  foods  and  the 
amount  of  training  and  practice  they  have  had  in  making  good  choices.  The 
tremendous  variety  and  availability  of  foods  of  high  flavor  appeal,  the 
unprecedented  high  level  of  purchasing  power  among  children,  and  the  wide- 
spread permissiveness  children  have  in  making  food  choices  mean  that  they 
have  more  opportunities  than  ever  before  for  making  poor  food  choices. 
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Inactivity  is  the  most  important  factor  explaining  the  frequency  of 
"creeping"  overweight.  For  hundreds  of  thousands  of  years,  and  even  as 
recently  as  our  pioneer  grandparents,  men  had  to  be  physically  active  to 
survive.  They  required  large  amounts  of  food  to  supply  energy  for  every 
phase  of  their  work.  The  present  highly  mechanized  sedentary  conditions 
of  life  have  changed  this  drastically.  Adaptation  to  modern  life  without 
development  of  obesity  means  either  that  a person  must  increase  his  activity 
or  decrease  the  amount  of  food  he  eats.  Increasing  activity  is  not  easy. 
Present  conditions  offer  little  inducement  for  adult  activity,  particularly 
walking,  and  facilities  for  sports  such  as  swimming,  bowling,  golf,  and 
tennis,  are  limited.  Even  among  the  young  people  we  emphasize  highly 
competitive  sports  for  the  few,  at  the  expense  of  sports  that  involve 
everyone  and  sports  that  could  be  continued  and  enjoyed  after  the  school 
years  are  over. 

But  if  stepping  up  muscular  activity  to  maintain  normal  weight  seems 
difficult , we  might  remember  that  the  alternative — constantly  decreasing 
our  food  intake — may  be  much  more  difficult. 

A feature  of  many  of  the  questions  coming  to  the  Dial-A-Dietitian 
service  is  their  specificity.  The  caller  wants  to  know  how  one  food 
compares  with  another  in  respect  to  a single  vitamin  or  a certain  mineral, 
or  she  wants  to  know  if  it  is  true  that  some  certain  difference  (usually 
minute)  exists  between  two  foods.  Usually  if  there  are  differences,  the 
differences  are  of  no  nutritional  significance  in  relation  to  selecting 
a well-balanced,  varied,  satisfying  diet.  This  concern  over  detail, 
however,  attests  to  the  consumer's  awareness  of  facts  about  food  being 
greater  than  his  understanding.  It  emphasizes  the  need  for  consumer- 
oriented  food  and  nutrition  information  and  programs  within  the  context  or 
framework  that  will  best  inform  and  reassure,  and  thus  guide,  the  consumer. 

Summary : 

The  challenge  presented  to  us  by  the  consumer  and  his  concerns  about 
his  food  is  loud  and  clear — to  help  him  understand  all  he  knows,  and  to 
increase  his  opportunities  for  knowing  all  he  can  understand  that  will 
redound  to  his  benefit. 

The  U.S.  Department  of  Agriculture  has  always  served  the  consumer  by 
disseminating  research-based  information  about  its  products,  about  the 
qualities  that  make  them  valuable  and  attractive,  about  methods  by  which 
these  qualities  may  be  conserved  or  enhanced,  and  how  consumers  can  use 
these  products  to  greatest  advantage.  Now  these  efforts  must  be  expanded 
and  accelerated  to  better  serve  all  consumers  everywhere. 

President  Kennedy  emphasized  the  urgency  for  serving  the  consumer  better 
by  sending  to  Congress  on  March  15,  1962,  a Special  Meesage  for  Protecting 
Consumer  Interest.  He  described  the  four  rights  of  consumers  as  (1)  the 
right  to  safety,  (2)  the  right  to  be  informed,  (3)  the  right  to  choose,  and 
(4)  the  right  to  be  heard. 

These  then  form  the  guidelines  for  professional  persons  such  as  you  are 
here  today  in  your  local,  community,  and  State  programs  for  the  years. ahead. 


UNITED  STATES  DEPARTMENT  OF  AGRICULTURE 
Economic  Research  Service 

THE  FOOD  MARKETING  OUTLOOK  AND  THE  CONSUMER 
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Director,  Marketing  Economics  Division 
at  the  4lst  Annual  Agricultural  Outlook  Conference 
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The  food  marketing  outlook  for  the  consumer  is  excellent- -both  in  the 
short-term  and  the  longer-term.  Food  supplies  are  generally  adequate,  of 
good  quality,  and  reasonably  priced.  1 / There  are  no  foreseeable  shortages. 

The  marketing  system  also  has  the  potential  to  provide  more  and  better 
services  to  the  consumer. 

This  optimistic  outlook  of  even  greater  expectations  for  the  consumer  in 
the  future  is  a credit  to  the  excellent  performance  of  both  the  farmer  and  the 
marketer.  The  average  worker  on  U.S.  farms  is  now  producing  food  and  fiber 
for  29  persons.  As  recently  as  1950,  this  figure  was  only  15*  This  amazing 
record  of  increasing  farm  output  would,  of  course,  have  been  impossible 
without  the  machinery,  the  fuel,  the  seed  and  fertilizers,  the  pesticides, 
and  the  vast  array  of  other  technology  that  came  from  the  nonfarm  economy. 

Likewise,  the  good  prospects  for  consumers  would  not  be  possible  with- 
out an  increasingly  efficient  marketing  system.  This  is  a marketing  system 
marked  by  larger  and  fewer  retail  stores,  and  for  the  most  part,  larger  and 
fewer  processing  plants,  and  generally  more  direct  marketing  channels  from 
the  farmer  to  the  consumer. 

There  has  been  a striking  increase  in  productivity  of  the  marketing 
system.  For  example,  in  1962  the  volume  of  food  moved  through  the  marketing 
system  was  32  percent  higher  than  in  1950*  But  during  this  same  period  the 
number  of  workers  in  marketing  firms  increased  only  11  percent.  The  produc- 
tivity increase  in  marketing  is  not  as  dramatic  as  that  6n  the ' farm, -but 
it  is  substantial  as  illustrated  in  figure  1,  which  contrasts  the  increase 
in  hourly  earnings  by  food  marketing  workers — the  top  line --with  the  actual 
increase  in  labor  costs  per  unit  of  food  marketed. 


1 / My  discussion  and  charts  this  morning  are  primarily  about  food,  not  only 
because  more  data  are  available  for  food  products  but  because  these  products 
account  for  80  to  9°  percent  of  agriculture  1 s returns  from  farm  products  sold 
to  domestic  civilian  consumers.  Also,  a note  on  terminology.  My  use  of 
"marketing"  includes  all  processing,  distribution,  transportation  and  other 
services  performed  after  sale  of  agricultural  products  by  farmers.  In  other 
words,  it  is  an  "institutional"  separation  by  agriculture  and  nonagri cultural 
groups  rather  than  on  a strictly  functional  basis. 


2 


Food  Is  a Bargain 


The  Department  of  Agriculture  has  cooperated  with  agricultural  groups  and 
food  industries  in  promoting  a slogan,  "Food  Is  a Bargain."  2 / In  the  future, 
food  should  he  even  more  of  a bargain.  The  proportion  of  disposable  income 
going  for  food  has  declined  from  a post-war  high  of  27  percent  to  19  percent 
at  the  present  time.  This  figure  will  decline  still  further.  Another  way 
of  stating  the  same  theme  is  that  each  hour  of  labor  buys  an  increasing 
amount  of  food,  to  say  nothing  of  the  improvements  in  quality  and  added  con- 
venience. 

Still  another  way  of  looking  at  this  subject  is  to  compare  the  prices  of 
food  with  the  prices  of  other  consumer  items  in  the  past  few  years  (fig.  2). 
The  average  price  of  farm  foods  in  retail  stores  was  15  percent  higher  this 
year  than  in  1947-49,  but  this  was  a modest  increase  when  compared  with  the 
average  increase  of  31  percent  in  all  consumer  goods  and  services  in  the  same 
period,  as  measured  by  the  BLS  Consumer  Price  Index. 

You  will  note  from  figure  2 that  the  most  important  factor  in  keeping 
retail  prices  of  food  at  bargain  prices  was  a decline  in  prices  received  by 
the  farmer.  In  1963 , the  farmer's  return  from  a market  basket  of  farm  foods 
was  15  percent  below  the  1947-49  average,  while  the  spread  between  farm  and 
retail  prices  was  up  44  percent. 

If  farm  prices  of  food  products  had  increased  at  the  same  rate  as  market- 
ing spreads  in  the  postwar  periods,  prices  of  food  would  have  increased  as 
fast  or  possibly  faster  than  the  other  items  bought  by  consumers.  Lower 
farm  prices  were,  in  large  part,  the  result  of  the  abundant  supplies  of  farm 
products  and  the  consequent  poorer  bargaining  position  of  the  farmer  in  the 
marketplace.  But,  in  part,  they  were  a consequence  of  the  general  price 
picture  in  the  economy  since  the  war  period.  The  cost  of  "services,"  which 
are  an  important  part  of  food,  has  increased  much  faster  than  have  the 
prices  of  raw  materials  and  manufactured  goods.  To  illustrate  this,  compare 
the  increase  in  prices  of  meals  away- from- home  (with  their  larger  bundle  of 
services)  with  the  price  of  food  bought  in  grocery  stores,  an  increase  of 
26  percent  from  1953  to  1963  compared  with  7 percent  (fig.  3)* 

Thus  far,  I have  been  talking  about  averages.  Averages  often  cover  up 
significant  differences.  The  average  of  all  food  prices  has  increased,  but 
prices  of  some  food  products — for  example,  bread — have  increased  almost  60 
percent  (since  1947-49),  while  prices  of  other  food  products — poultry  and 
eggs  and  fats  and  oils — have  actually  declined (fig.  4).  Similarly,  the 
spread  between  farm  and  retail  prices  has  increased  for  most  food  products, 
but  not  for  all  food  products  (fig.  5)* 

In  general,  retail  prices  of  foods  for  which  marketing  services  are  the 
larger  proportion  have  increased  by  the  largest  amount.  In  looking  at  the 
trend  in  bread  prices,  note  that  the  price  of  wheat  has  little  effect  or 
seemingly  little  relationship  to  the  price  of  bread  (fig.  6).  If  the  price  of 
wheat  were  suddenly  to  increase  by  $1.00  a bushel,  that  increase  would  not 


2/  Marketing  Bulletin  18,  "Food  Is  a Bargain. 
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raise  by  much  more  than  1 cent  the  cost  of  wheat  represented  in  a pound  loaf 
of  white  bread.  And  conversely,  if  wheat  prices  were  to  drop  by  a large 
amount,  it  would  likely  have  little  effect  on  the  price  consumers  pay  for 
bread.  But  suppose  that  the  baking  industry  found  it  possible  to  reduce 
their  costs  of  baking  and  distributing  bread  by  3 or  4 cents  a loaf.  This 
would  have  more  impact  on  the  consumer's  food  budget  than  if  the  farmer 
started  giving  his  wheat  away. 

Contrast  the  bread  situation  with  that  of  frying  chickens  (fig.  7)* 

Large  price  declines  in  farmers 1 prices  of  chickens  have  made  possible  a drop 
of  17  cents  in  retail  prices  since  1950.  Farmers  are  not  getting  large 
returns  for  growing  chickens,  but  they  can  produce  them  at  much  lower  costs 
than  in  195° • Similarly,  efficiency  in  processing  and  distributing  poultry 
has  perhaps  increased  as  much  as  any  other  food  product,  so  the  spread  be- 
tween the  farm  and  retail  price  has  been  constant  at  about  20  cents  (on  a 
retail  pound  equivalent).  This  has  meant  that  the  entire  decrease  in  farmers' 
prices  could  be  reflected  in  lower  prices  to  consumers. 


The  Marketing  Outlook  to  1968 


Now,  let's  discuss  the  marketing  outlook  in  more  specific  terms.  These 
trends  seem  probable : 

1.  Services  performed  by  the  marketing  system  in  getting  products  from 
the  farm  to  the  consumer  in  the  time,  form,  and  place  desired  will 
increase  relative  to  services  performed  by  farmers  in  producing  the 
raw  materials  needed. 

2.  The  number  of  workers  employed  in  the  processing  and  distribution  of 
farm  products  as  well  as  the  total  resources  used  by  marketing  firms 
will  increase  relative  to  workers  and  resources  in  agriculture 
(fig.  8). 

3-  Marketing  costs  will  make  up  an  increasing  share  of  the  consumer's 
dollar;  that  is,  the  farmer's  share  of  consumer  expenditures  will 
continue  to  decline  but  possibly  at  a less  rapid  rate  than  in  the 
last  decade. 

These  are  perhaps  not  startling  or  surprising  revelations.  In  fact, 
several  years  ago  from  this  same  platform  I made  similar  statements  with  re- 
spect to  the  longer-term  outlook  for  marketing  costs.  3/  Since  these  projec- 
tions were  confirmed  by  history,  this  is  no  doubt  proof  that  no  great  fore- 
sight was  needed. 

My  primary  concern  this  morning  is  a discussion  of  the  marketing  outlook 
with  these  propositions  as  a background,  with  emphasis  on  what  this  marketing 
outlook  means  to  the  consumer. 


3 / Kenneth  E.  Ogren,  "Trends  in  Marketing  Costs  and  Practices  - The  Longer 
Term  Outlook,"  34th  Annual  Agricultural  Outlook  Conference,  Washington,  D.C., 
November  27,  1956. 
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First,  a few  statements  about  prospective  changes  in  marketing.  Workers 
in  marketing  firms  are  likely  to  increase  somewhat,  but  at  a reduced  rate 
when  compared  with  the  1950's.  Productivity  gains  in  marketing  have  been 
markedly  greater  since  the  mid-1950's  than  they  were  in  the  immediate  postwar 
period  (fig.  l).  The  increase  in  the  rate  of  productivity  reflects  the 
cumulative  effect  of  gains  in  technology  through  research  and  from  capital 
expenditures  by  marketing  firms. 

More  marketing  services  for  consumers — on  a per  person  basis  as  well  as 
in  total — are  probable.  Population  growth  is  the  most  important  single  factor 
in  increasing  total  services.  Three  developments  brought  large  net  additions 
to  average  services  per  person  required  from  the  marketing  system  in  the 
19^0 1 s and  1950's.  These  were: 

1.  The  nonfarm  population  increased  at  a much  faster  rate  than 
the  total  population  because  the  number  of  people  living  on 
farms  actually  declined,  from  30*5  million  in  1940  to  14.3 
million  in  1962  ( fig . 9 ) • 

2.  With  increased  specialization  in  production  and  higher  farm 
incomes,  farmers  bought  a rising  proportion  of  their  food 
supply  and  depended  less  on  home  production. 

3.  More  people  ate  more  meals  in  restaurants  and  other  away-from- 
home  eating  places. 

The  impact  of  the  first  two  will  continue  in  the  future  but  with  less 
effect.  In  part,  it's  plain  arithmetic — our  farm  population  cannot  decline 
as  fast  as  in  the  past  two  decades  and  have  anyone  left  on  the  farm.  Thus, 
the  most  important  of  the  three  factors  in  increasing  services  required  from 
the  marketing  system  per  person  will  be  the  likely  continued  trend  in  away- 
from-home  eating,  especially  in  a growing  economy  with  increasing  real  incomes 
and  more  employment  opportunities  away- from- home . 

What  about  built-in  maid  services?  Built-in  maid  services  in  the  so- 
called  convenience  foods  have  without  doubt  added  to  the  total  services 
provided  to  the  consumer  by  the  marketing  system.  The  measurement  of  these 
services,  however,  is  much  more  difficult  than  the  other  factors  I have  dis- 
cussed. To  some  observers,  so-called  convenience  foods  are  the  principal 
cause  of  widening  farm- retail  spreads.  Our  research,  however,  does  not 
confirm  this.  Often  convenience  foods  actually  bring  reductions  in  costs 
because  of  economies  in  the  marketing  process.  One  of  the  most  spectacular 
and  enduring  examples  is  frozen  concentrated  orange  juice.  Depending  on 
the  season  and  the  year,  orange  juice  made  from  frozen  concentrated  orange 
juice  may  cost  only  half  as  much  as  that  made  from  fresh  oranges.  Prices  for 
the  concentrate  are  lower  because  processing  costs  are  more  than  offset  by 
lower  transportation  and  retailing  charges  for  frozen  concentrate  than  for 
fresh  oranges,  hj 


4/ "The  Impact  of  Technological  Change  on  Marketing  Costs  and  Grower's  Returns-- 
Case  Studies  for  Potatoes,  Snap  Beans,  Oranges,  Lemons, "U.S.  Dept.  Agr.,  Mktg. 
Res.  Rpt . 573,  1962. 
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There  are  more  of  the  "newer"  convenience  foods  that  cost  more  per  serv- 
ing than  their  home -prepared  counterparts.  But,  because  consumers  are  value 
conscious  and  purchase  more  of  the  relatively  low  cost  foods,  the  convenience 
foods  they  buy  do  not,  on  the  average,  increase  their  food  bill.  5/  As  you 
would  expect,  the  pattern  of  purchasing  differs  greatly  among  consumers.  For 
some  homemakers,  especially  those  employed  away- from- home , time  saving  may  be 
an  important  factor  in  the  acceptance  of  convenience  foods  so  that  the  value 
of  convenience  may  offset  some  of  the  added  costs. 

The  Department  also  studied  quality  differences  between  the  fresh  and 
home -prepared  counterparts  and  found  important  differences  in  quality  among 
convenience  food  items.  As  among  all  products,  some  are  poor,  others  ex- 
cellent. Nevertheless,  many  processed  foods  now  on  the  market  are  so  well 
prepared  and  excellent  in  flavor  that  they  are  used,  enjoyed,  and  even 
recommended  by  gourmets.  The  outlook  for  the  growth  of  convenience  foods  thus 
depends  partly  on  the  ingenuity  of  the  food  industry  in  satisfying  the  con- 
sumer's demand  for  value,  convenience,  and  quality,  and  in  part  on  income 
levels.  6/ 

Some  analysts  maintain  that  the  consumer,  in  many  instances  is  receiving 
fewer  services  than  formerly.  Some  clear  examples  are  less  frequent  delivery 
of  milk  and  less  home  delivery  by  grocery  stores  and  credit  service.  However, 
other  services  which  we  often  take  for  granted  were  unknown  in  earlier  days. 

I,  myself,  cannot  be  convinced  that  the  modern,  attractive,  well-lighted 
self-service  supermarket  provides  less  overall  service  than  the  small  clerk- 
service  grocery  store  that  many  of  us  remember  from  the  1930’s  and  earlier. 
Surely  there  are  conveniences  to  having  all  foods  under  one  roof  with  ample 
parking  space  and  other  services  available.  If  you  have  talked  recently  with 
a homemaker  who  has  spent  some  time  in  a foreign  country  where  she  was  forced 
to  shop  almost  daily  in  half  a dozen  different  shops,  she  probably  told  you 
that  she  welcomed  the  opportunity  to  do  her  shopping  again  in  a large,  clean, 
orderly,  well-lighted  self-service  store.  Grading,  inspection,  sanitation, 
sorting,  packaging,  year-round  availability,  and  a vast  array  of  items  for 
selection  are  services  generally  on  the  increase  but  impossible  to  measure 
statistically. 

With  respect  to  prices,  the  ERS  study  of  projections  for  1968  suggests 
little  change  in  the  overall  prices  to  agriculture . 7/  These  projections 


5/  For a further  discussion  of  a study  of  convenience  foods,  see  "Comparative 
Costs  to  Consumers  of  Convenience  Foods  and  Home-Prepared  Foods,"  U.S.Dept.  Agr., 
Mktg.  Res.  Rpt.  609,  June  1963. 

6/  For  discussion  of  new  product  developments,  see  "Markets  and  New  Products" 
Outlook  talk  by  Philip  B.Dwoskih. 

7/  For  discussion  of  1968  projections  see  outlook  talk  by  Rex  Daly  "A 
Profile  of  Agriculture  Projected  to  1968.  Details  on  next  year's  outlook  in 
prices  and  surplus  are  given  in  the  outlook  talk  "Outlook  For  Food  Consumption 
and  Prices"  by  Stephen  J.  Hiemstra. 
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assume  a generally  stable  price  level  and  rising  real  incomes.  With  this 
situation,  upward  pressures  on  marketing  spreads  are  likely  to  prevail. 

In  any  particular  period,  a uniform  price  movement  with  respect  to  all 
groups  or  items  in  the  economy  is  not  likely.  It  seems  probable  that 
services  will  continue  to  have  the  greatest  pressure  on  the  overall  price 
level  in  the  next  5 years.  Services,  as  opposed  to  production  or  physical 
processing  of  food  materials,  are  an  important  part  of  marketing  spreads, 
especially  if  we  assume  an  increase  in  the  proportion  of  food  eaten  away- 
from-home.  Thus,  it  seems  likely  that  the  greatest  upward  pressure  on 
retail  prices  will  be  for  those  food  products  in  which  the  marketing  spreads 
make  up  the  largest  part  of  the  retail  price.  Also,  with  the  prospect  of 
adequate  supplies  of  most  animal  products  (for  which  the  farmer's  share  is 
relatively  large)  there  likely  will  be  less  pressure  on  retail  prices  of 
those  products. 

What  this  adds  up  to  is  a continued  modest  increase  in  dollars  spent 
by  consumers  for  food  on  a per  person  basis,  not  because  consumers  are  buying 
more  food  but  because  they  likely  will  buy  more  services  and  proportionately 
more  of  the  higher  priced  foods.  Even  so,  expenditures  for  food  will  not 
rise  by  the  same  rate  as  incomes,  so  the  proportion  of  income  going  for  food 
will  continue  to  decline  but  perhaps  at  a slower  rate. 

The  proportion  of  consumer  expenditures  for  food  going  for  marketing  will 
continue  to  increase.  In  1962,  consumers  paid  about  $64  billion  for  domestic 
farm  food  products,  of  which  about  $21  billion  went  to  farmers  and  $43 
billion  for  marketing.  Of  the  $l6  billion  increase  in  these  expenditures  be- ^ 
tween  1953  and  1962,  $2.3  billion  went  to  farmers  and  $13*7  billion  went  to 
the  marketing  system.  By  1968  total  consumer  expenditures  are  likely  to 
increase  in  the  range  of  $10-12  billion  from  1962,  of  which  all  but  about 
$2  o is  3 billion  will  go  for  additional  services  in  marketing  (fig.  10 ). 

Another  way  of  stating  this  relationship  is  that  in  an  economy  with  rising 
real  incomes,  the  quantity  of  marketing  services  will  rise  more  over  time  than 
the  consumption  of  farm  food  products . 


Implications  to  Consumers 


Thus  far  I have  talked  primarily  about  what  the  marketing  system  and  the 
farmers  are  providing  and  will  provide  in  the  future  to  consumers . I have 
depicted  a promising  future.  Lest  I sound  too  much  like  a Pollyanna,  let  me 
introduce  some  words  of  caution.  The  outlook  for  the  longer-term  future 
suggests  that  trends  in  "real"  prices  of  food  may  at  times  be  less  favorable 
to  consumers  than  in  the  last  decade.  In  part,  this  is  because  much  of  the 
drop  in  "real"  prices  of  food  at  retail  since  1951  has  been  at  the  expense 
of  lower  prices  to  farmers  (fig.  2). 

Let  us  step  back  a bit  into  history.  From  1940  to  the  immediate  post- 
World  War  II  period,  retail  food  prices  and  especially  the  farm  component  of 
food  prices  increased  sharply,  but  retail  food  prices  and  especially  farm 
prices  were  at  relatively  low  levels  just  before  World  War  II.  In  the 
immediate  post-war  period,  farm  prices  and  incomes  were  at  record  levels  and 
net  profits  to  food  processors  and  retailers  also  were  at  much  higher  levels 
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than  pre-World  War  II.  Since  then,  practically  all  the  developments  in  food 
production  and  marketing  could  he  said  to  he  to  the  consumer’s  advantage. 

Productivity  increases  have  not  resulted  either  in  higher  incomes  to 
farmers  or  generally  higher  profits  to  industry,  at  least  not  per  dollar  of 
sales  or  investment.  A considerable  part  of  the  increase  in  productivity 
of  farm  workers  has  come  about  because  the  least  efficient  workers  in  agri- 
culture have  moved  out.  The  same  can  be  said  to  be  true  in  marketing  though 
to  a somewhat  lesser  degree.  There  has  been  a sharp  decline  in  the  number  of 
retail  food  stores  which  has  meant  that  many  people  with  small  operations  are 
no  longer  in  business.  These  are  some  of  the  "costs"  of  economic  progress 
and  increases  in  productivity  that  have  been  good  for  the  consumer. 

These  same  pressures  still  exist  for  the  most  part  in  both  agriculture 
and  marketing.  Farmers  are  in  the  position  of  being  in  a weak  bargaining 
position  with  more  supplies  than  the  market  needs  or  can  absorb  at  reasonable 
prices.  Farmers  also  face  increasing  concentration  among  their  buyers.  So 
far  it  seems  evident  that  intensified  competition  among  marketing  firms  has 
kept  profit  margins  relatively  low  with  gains  from  increased  efficiency 
largely  accruing  to  consumers.  Whether  this  will  continue  in  the  future  is 
a question  difficult  to  answer. 

A growing  number  of  large,  new  supermarkets  together  with  discount  food 
stores  suggests  a continuing  pressure  on  the  retail  side;  in  turn,  large 
retail  buying  organizations  suggest  continuing  pressures  on  processors  and 
other  sellers.  In  many  areas  the  number  of  supermarkets  has  been  growing 
faster  than  population.  Over-storing  may  reduce  efficiency  if  volume  per 
store  is  reduced  markedly;  hence  it  also  may  increase  pressures  for  types  of 
nonprice  competition  not  necessarily  preferred  by  consumers.  Advertising 
and  promotion  are  a growing  part  of  the  food  bill,  now  totaling  around  $2-|- 
billion  according  to  trade  estimates.  Trading  stamps,  if  universally  adopted 
in  a shopping  area  may  add  more  to  the  consumer's  food  bill  than  can  be  offset 
by  value  of  merchandise  redeemed  with  stamp  books.  Intense  competition  also 
may  lead  to  an  excessive  proliferation  of  brands,  package  sizes,  and  special 
deals  that  may  be  confusing  to  the  shopper  and  represent  additional  costs  to 
consumers.  But  do  we  really  know  what  is  optimum  from  the  consumer's  stand- 
point? 

In  a sense,  the  food  system  as  a whole  will  perform  as  efficiently  as 
the  consumer  wants  it  to  and,  in  effect,  forces  it  to.  The  consumer  is  not 
a passive  force  in  the  market.  It's  the  consumer's  choices  in  the  retail 
food  store  that  signal  to  marketers  and  hence  indirectly  to  farmers  what 
consumer  preferences  are  in  terms  of  quality,  convenience,  and  price.  The 
products  now  on  grocery  shelves  were  not  necessarily  put  there  by  consumers' 
choice,  but  it  is  their  choice  that  keeps  them  there. 

In  a sense,  the  farmer  and  marketer  exist  solely  to  serve  the  consumer. 
But  jobs  and  incomes  for  millions  of  workers  and  investors  also  are  a critical 
part  of  our  food  system.  The  responsibilities  of  the  farmer  and  marketer  to 
consumers  can  be  realized  best  in  the  longer-term  future  if  adequate  incomes 
and  returns  are  forthcoming  to  the  entire  food  industry. 
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This  morning  I have  talked  largely  in  terms  of  national  averages.  But 
there  is  no  average  consumer;  neither  is  there  an  average  farmer  or  marketer. 
Marketers  and  farmers  need  to  understand  their  spectrum  of  customers  and 
their  individual  wants  and  desires.  Likewise , our  food  industry  can  operate 
best  if  its  customers  understand  it  and  some  of  its  problems  better. 
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FOOD  MARKETING  LABOR  COSTS 
AND  HOURLY  EARNINGS 


DOMESTIC  FARM-PRODUCED  FOOD  PRODUCTS.  1962  PRELIMINARY 
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Figure  1 


FOOD  PRICES  AND 
CONSUMER  PRICE  INDEX 


♦RETAIL  COSTAND  FARM  VALUE,  MARKET  BASKET  OF  FARM  FOODS. 

1963,  9-MONTH  AVERAGE. 
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Figure  2 
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CONSUMER  PRICES  OF  FOOD 


DATA  FROM  BUREAU  OF  LABOR  STATISTICS,  CONVERTED  TO  1953=100. 
1963,  9-MONTH  AVERAGE. 


U.  S.  DEPARTMENT  OF  AGRICULTURE NEG.  ERS  2522-63  (10)  ECONOMIC  RESEARCH  SERVICE 
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Figure  6 
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CHANGES  IN  U.S.  POPULATION 
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CHANGING  PATTERNS  OF  CONSUMER  EXPENDITURES 


Talk  by  Laura  Mae  Webb  1 / 

Bureau  of  Labor  Statistics 
at  the  Alst  Annual  Agricultural  Outlook  Conference 
Washington,  D.C.,  10:20  A. M.,  Tuesday,  November  19,  19^3 


Introduction 


Information  on  changes  in  family  spending  patterns  provides  important 
indicators  of  families'  levels  of  living  and  future  demand  for  consumer  goods. 

Home  economists  and  others  concerned  with  family  well-being  need  to  know  what 
these  current  trends  are. 

Data  will  soon  be  available  that  will  give  us  information  on  1961  spending 
patterns  of  families  classified  by  their  place  of  residence- -urban,  rural  nonfarm, 
farm--by  geographic  area,  and  by  important  socio-economic  characteristics  of 
these  families.  2 / The  Department  of  Agriculture  and  the  Bureau  of  Labor 
Statistics  cooperated  in  a nationwide  survey  to  collect  these  data.  This  was  the 
I first  time  since  19^-1  that  a national  study  of  consumer  expenditures  of  all  three 
! population  groups  had  been  made  for  the  same  period  of  time.  Data  were  collected 
|j  by  USDA  from  a national  sample  of  farm-operator  families  covering  1955  and  by  BLS 
from  a national  sample  of  urban  families  for  1950;  similar  data  from  rural  non- 
farm families  had  not  been  collected  since  19^-1. 

Tabulation  of  the  1961  expenditure  data  has  not  been  completed,  but  the 
BLS  has  completed  tabulation  of  data  relating  to  i960  covering  one-half  its 
national  urban  sample . A preliminary  summary  of  these  data  indicates  that  there 
were  some  rather  substantial  changes  in  urban  families ' spending  patterns 
! between  1950  and  i960 . 

Predicting  changes  that  have  occurred  in  farm  family  spending  patterns  in 
recent  years  on  the  basis  of  urban  patterns  is  hazardous.  Nevertheless,  by 
examining  other  data  that  give  us  some  insight  into  farm  family  living,  along 
with  information  on  urban  family  spending  patterns,  we  do  have  a number  of  clues 
as  to  how  farm  family  spending  patterns  may  have  changed  between  1955  and  1961.  3/ 


l/  Until  July  1963,  Chief,  Family  Economics  Branch,  Consumer  and  Food 
Economics  Research  Division,  ARS,  USDA. 

2/  The  term  "family"  is  used  throughout  this  paper  to  include  single  persons 
as  well  as  families  of  two  or  more  persons . 

3/  The  1955  survey  covered  farm-operator  families  only;  the  1961  survey 
covered  all  persons  living  on  farms . Farm-operator  families  constituted  about 
80  percent  of  the  farm  population  in  1961.  USDA  family  economists  do  not  expect 
that  this  difference  in  the  population  coverage  will  affect  substantially  the 
comparability  of  the  data. 


Changes  in  Urban  Family  Spending  Patterns,  1950-1960 


The  decade  1950-1960  was  a period  of  rising  personal  incomes  to  urban 
families.  Average  money  incomes , after  personal  taxes,,  of  urban  families 
increased  from  $3,910  in  1950  to  $5,822  in  i960,  or  49  percent,  while  expenditures 
for  goods  and  services  for  current  consumption  increased  from  $3,808  to  $5,3^5, 
or  4l  percent . But  during  this  period  prices  for  goods  and  services  purchased 
by  urban  families,  as  measured  by  the  Consumer  Price  Index,  advanced  23 • 5 
percent;  so  for  their  higher  expenditures,  urban  consumers  acquired  only  about 
l4  percent  more  goods  and  services  in  i960  than  in  1950.  4/ 

The  average  urban  family  spent  a greater  number  of  dollars  for  each  major 
type  of  goods  and  services  in  i960  than  in  the  earlier  year.  A comparison  of 
the  share  of  the  family  dollar  taken  by  the  various  categories  indicates, 
however,  that  there  were  changes  in  the  relative  amounts  spent  for  the  different 
categories  in  the  two  periods.  Food,  clothing,  housefurnishings  and  equipment, 
and  recreation  accounted  for  a smaller  share  of  urban  family  expenditures  in 
i960  than  in  1950;  shelter,  fuel  and  utilities,  other  household  operation, 
medical  and  personal  care,  education,  and  transportation  took  a larger  share.  5/ 

Although  urban  families  spent  more  for  food,  both  at  home  and  away  from 
home,  in  i960  than  in  1950,  food  accounted  for  only  24.4  percent  of  total 
expenditures  for  current  consumption  in  i960,  as  compared  with  29*7  percent 
in  1950.  In  terms  of  constant  dollars  urban  families  spent  slightly  less  for 
food  in  i960  than  in  1950.  This  does  not  mean  that  they  ate  less  than  in  1950.  | 
While  urban  food  prices,  on  the  average,  increased  nearly  19  percent  during  the 
period,  there  was  considerable  variation  in  price  change  by  type  of  food.  By 
deflating  the  average  family's  total  i960  food  expenditures  by  the  composite 
food  price  index,  weighted  by  1950  expenditure  patterns,  we  have  assumed  that 
urban  families  purchased  the  same  types  and  quantities  of  food  in  i960  as  in 
1950.  However,  we  know  from  USDA  per  ..capita,  food  consumption  data  that 
the  average  U.S.  family  did  change  its  food  consumption  pattern  considerably 
during  this  period.  6/  For  example,  per  capita  consumption  of  meat,  poultry  and 
fish  increased  approximately  15  percent;  urban  retail  prices  for  this  category 
increased  only  about  4 percent . On  the  other  hand,  urban  prices  for  flour  and 
cereal  products  increased  nearly  31  percent,  while  U.S.  per  capita  consumption 


4/  Changing  Patterns  of  Consumer  Expenditures,  1950-1960,  a paper  presented 
by  Arnold  E.  Chase,  Bureau  of  Labor  Statistics,  at  the  annual  meeting  of  the 
American  Statistical  Association,  in  Cleveland,  Ohio,  September  4,  1963. 

5/  See  tables  1 and  2 . 

6/  "Approximate  consumption  of  food  per  capita,  retail  weight  equivalent, 
by  major  food  groups,"  Table  79^,  Agricultural  Statistics,  1962,  p.  6 75. 
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declined.  13  percent.  In  addition  to  changes  in  food  consumption  patterns, 
changes  in  retail  marketing  patterns  may  have  contributed  to  the  decline  in 
expenditures  for  food  prepared  at  home.  During  the  1950's,  there  was  an 
increase  in  the  proportion  of  food  purchased  in  larger  self-service  stores;  any 
savings  that  accrued  to  the  urban  family  by  shifting  its  purchases  to  such 
stores  would  be  reflected  in  its  i960  expenditures  but  not  in  the  price  index.  ‘ 

The  decline  in  the  proportion  of  the  family  living  dollar  used  for  meals 
and  snacks  away  from  home  is  rather  surprising  in  view  of  higher  real  incomes . 
Perhaps  the  increased  availability  of  convenience  foods  and  the  relatively 
greater  increase  in  prices  for  meals  away  from  home  than  for  food  prepared  at  u 
home  have  been  contributing  factors . Too,  the  expansion  of  the  school  lunch 
program  and  special  luncheon  provisions  by  employers  of  industrial  workers 
probably  have  helped  hold  down  expenditures  for  many  families . 

Relatively  moderate  increases  in  clothing  prices,  the  substitution  of  less 
expensive  synthetic  fibers  for  natural  fibers,  and  the  increased  use  of  mix  and 
match  outfits  are  believed  to  be  among  the  important  factors  accounting  for  a 
decline  in  the  portion  of  the  family  living  dollar  going  to  clothing. 

Among  the  housing  items,  only  housefurnishings  and  equipment  took  a smaller 
share  of  the  dollar  in  i960  than  in  1950  • Part  of  the  decline  may  be  attributed 
to  the  fact  that  the  volume  of  purchases  of  these  items  was  relatively  high  in 
1950;  there  was  still  some  pent-up  demand  from  the  World  War  II  period  and 
scare  buying  had  been  occasioned  by  the  Korean  outbreak.  Expenditures  for 
equipment  by  many  families  buying  new  homes  in  i960  were  included  in  the  purchase! 
price  of  the  home  as  a result  of  increasing  trend  toward  builder  installation  of 
equipment . Lower  prices  also  contributed  to  purchases  of  equipment  taking  a 
smaller  share  of  the  dollar;  families  who  purchased  appliances  from  retail 
outlets  in  i960  found  prices  about  15  percent  lower  than  in  1950>  according  to 
the  Consumer  Price  Index. 

A decline  in  the  proportion  of  total  expenditures  reported  for  recreation 
seems  incongruous  with  higher  incomes  and  the  trend  toward  longer  paid  vacations  J 
for  industrial  workers.  However,  many  of  the  family's  expenditures  for  vacation 
and  other  activities  of  a recreational  nature  that  have  been  gaining  in 
importance  in  recent  years  are  classified  in  the  survey  data  under  categories 
other  than  recreation.  For  example,  automobile  expenses  incurred  while  on 
vacation  as  well  as  those  incurred  for  pleasure  purposes  throughout  the  year  are 
classified  as  "transportation  expenses."  Expenditures  for  the  beach  cottage, 
the  mountain  cabin,  or  the  hotel  room  while  on  vacation  are  classified  as 
"shelter  expenses,"  while  the  costs  of  vacation  meals  appear  under  "meals  away 
from  home."  On  the  other  hand,  outlays  for  movie  admissions--an  important 
recreational  expense  for  many  families  in  earlier  periods--declined  between 
1950  and  i960,  according  to  Department  of  Commerce  data. 
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The  increase  in  home  ownership  by  urban  families  between  1950  and.  i960  is 
Iref lected  in  the  larger  share  of  expenditures  for  owned  dwelling  in  the  latter 
‘period.  The  increase  in  the  share  of  expenditures  for  utilities  and  other 
[{household  operation  is  probably  accounted  for  in  part  by  this  shift.  Many 
.urban  rentals  include  heat,  utilities,  and  costs  of  maintenance  and  repairs; 
[[expenditures  for  these  items  by  home  owners  would  be  reported  under  the  specific 
categories  . 

The  rather  substantial  increase  in  expenditures  for  automobile  purchase  and 
| operation  reflects  in  part  the  greater  number  of  families  owning  automobiles  in 
[jthe  latter  period  and  the  greater  use  of  the  automobile.  In  i960,  72  percent 
I of  the  survey  respondents  owned  an  automobile  compared  with  59  percent  in  the 
pearlier  survey.  The  increase  in  the  proportion  of  expenditures  for  automobile 
| purchase  and  operation  was  accompanied  by  a very  slight  decrease  in  the 
f proportion  of  expenditures  for  public  transportation. 

Medical  care  accounted  for  6.4  percent  of  urban  families'  expenditures  in 
i960  compared  with  5-2  percent  in  1950j  personal  care  expenditures  increased 
I from  2.2  percent  in  1950  to  2.9  percent  in  i960. 


Probable  Changes  in  Farm-Family  Spending  Patterns,  1955-1961 

A comparison  of  1961  farm  family  spending  patterns  with  those  of  the  1955 
{{survey  will  represent  changes  over  a six-year  period;  differences  between  the 
two  sets  of  farm  data,  then,  will  probably  be  less  marked  than  those  of  the 
urban  data  that  reflected  changes  over  a 10-year  period . 

The  previous  survey  showed  that  farm  family  expenditure  patterns  were  more 
similar  to  urban  patterns  in  1955  than  in  1941  7/ ; we  expect  that  even  greater 
similarity  will  be  indicated  by  the  1961  data.  A number  of  factors  are  contrib- 
uting to  this  trend.  Farm  families  are  now  more  closely  associated  with  urban 
families  at  work,  at  school,  and  at  play  than  in  erlier  years . The  proportion  of 
farm  residents  in  off-farm  jobs  has  increased;  in  1959^  30  percent  of  the  farm 
operators  worked  more  than  100  days  off  the  farm  and  27  percent  of  the  farm 
wives  were  in  labor  force.  Fewer  farm  children  are  in  isolated  rural  schools 
and  older  children  are  remaining  in  school  longer . With  this  closer  association 
of  rural  and  urban  families  comes  greater  similarity  of  manner  of  living  and 
[dress  and  a lessening  of  differences  in  their  expenditures  of  a personal  nature. 
And  differences  in  the  urban  and  farm  home  have  diminished  considerably;  thus 
expenditures  for  the  home  are  more  similar. 


7/  Farm  Family  Spending  in  the  United  States,  AIB  No.  192,  USDA,  1958. 
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Relative  to  changes  in  expenditures  for  the  individual  categories  of 
family  living,  farm  family  expenses  for  automobile  purchase  and  maintenance  4 
were  probably  considerably  higher  in  1961  than  in  1955-  Both  increased  owner- 
ship of  automobiles  and  the  greater  use  of  the  car  contributed  to  this . Seventy- 
four  percent  of  the  farm-operator  families  included  in  the  1955  survey  had  an 
automobile.  In  i960,  according  to  the  Census  Bureau,  88  percent  of  the  farm 
households  had  a car;  slightly  more  than  one-fourth  of  these  had  two  or  more. 

A second  car  may  be  essential  to  the  farm  family  whose  wife  takes  a job;  in 
any  event,  off-farm  employment  of  either  husband  or  wife  is  likely  to  increase 
the  family's  automobile  expense.  Vacation  trips  are  becoming  more  a part  of 
farm  family  living;  these  usually  add  to  automobile  expense . 

Farm  family  money  expenditures  for  food  in  constant  dollars  may  not  have 
shown  a decline  as  did  the  average  urban  family's  because  the  indications  are  •> 
that  home -production  of  food  is  continuing  to  decline  on  farms;  consequently,  4 
farm  families  are  probably  spending  a larger  proportion  of  their  family  living 
dollar  for  food.  About  40  percent  of  the  retail  value  of  the  food  consumed  by 
farm-operator  families  included  in  the  1955  national  food  consumption  survey 
was  home  produced;  home-produced  food  represented  57  percent  of  the  retail  value 
of  food  consumed  by  respondents  in  the  1941  survey.  A little  more  than  three- 
fourths  of  the  value  of  this  1955  home-produced  food  was  accounted  for  by  meat, 
poultry,  eggs,  and  milk.  USDA  data'  show  a rather  substantial  decline 
between  1955  and  1961  in  the  number  of  meat  animals  and  poultry  slaughtered 
for  farm  household  consumption  per  farm  family  and  in  the  volume  of  milk  and 
value  of  eggs  produced  and  consumed  on  farms . 

We  expect  that  farm  family  expenditures  for  housing  took  a larger  share  of 
the  dollar  in  1961,  reflecting  the  improvements  families  have  been  making  in 
their  housing  in  recent  years . The  number  of  loans  made  by  Farmers  Home 
Administration  for  rural  housing  slightly  more  than  tripled  between  fiscal  year 
1954  and  fiscal  year  196 1 and  their  value  increased  from  about  $l6  million  to 
nearly  $69  million.  The  need  for  improvement  in  rural  farm  housing  was 
indicated  by  i960  Census  data  that  classified  25  percent  of  the  owner-occupied 
farm  housing  units  as  deteriorating  or  dilapidated  compared  with  8 percent  of  * 
the  owner-occupied  urban  housing  units;  47  percent  of  the  renter-occupied- 
farm  units  were  classified  as  deteriorating  or  dilapidated  compared  with  22 
percent  of  the  urban  renter-occupied  units . 

Like  the  urban  family,  the  average  farm  family  probably  spent  a smaller 
share  of  its  family  living  dollar  for  furnishings  and  equipment . Most  farm 
homes  had  the  major  items  of  household  electrical  equipment  by  1961,  so 
expenditures  in  that  year  represented  replacements  for  the  most  part,  rather 
than  the  larger  outlays  required  for  the  acquisition  of  initial  inventories . 
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Several  factors  indicate  that  farm  families  devoted  a larger  share  of  their 
expenditures  to  medical  care  in  1961  than  in  earlier  years  . They  were  visiting 
the  doctor,  the  dentist,  and  getting  hospital  care,  more  frequently;  charges 
for  these  services  rose  more  sharply  during  the  1950's  than  did  those  for  other 
consumer  goods  and  services.  In  addition,  the  rural  population  was  increasing 
its  participation  in  hospitalization  and  other  medical  insurance  plans . 


Outlook  for  Rural  Family  Spending 

If  trends  of  the  last  decade  continue,  we  expect  to  see  rural  family 
spending  patterns  become  even  more  like  those  of  urban  families  than  they  are 
now.  The  proportion  of  expenditures  devoted  to  shelter,  transportation,  medical; 
care,  and  education  will  likely  increase;  the  proportion  devoted  to  furnishings  | 
and  equipment,  clothing,  and  perhaps  food,  will  decrease. 

The  value  of  rural  housing  loans  made  by  the  Farmers  Home  Administration 
in  fiscal  1963  was  slightly  more  than  two  and  one-half  times  that  of  1961. 
Transportation  expenses  will  continue  to  increase  as  more  off-farm  jobs  become 
available  to  the  rural  population.  More  farm  children  are  planning  to  attend 
college;  the  current  trend  of  higher  tuition  charges  by  both  public  and  private  I 
colleges  is  expected  to  continue . 
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Table  1 .--Expenditures  of  Urban  Families  for  Current  Consumption 

1950  and  i960 


Item 

Expenditures 

Percent  Change 
1950  to  i960 

I960 

i960 

2/ 

Current 

Dollars 

i960 

Dollars 

±/ 

Current  j 
Dollars 

1/ 

i960 

Dollars 

2 ! 

Total  

$3,808 

$4,701 

$5,365 

4o  .9 

l4 .1 

Food,  total  

1A30 

1,340 

1,3U 

16.0 

-2.2 

Prepared  at  home 

915 

1,057 

1,036 

13.2 

-2.0 

Away  from  home  

216 

283 

274 

26.9 

-3.2 

Tobacco  

68 

91 

96 

41.2 

5-5 

Alcoholic  beverages  

65 

71 

94 

44.6 

32.4 

Housing,  total  

1,035 

1,302 

1,587 

53-3 

21.9 

j Shelter  . . 

438 

591 

742 

69.4 

25.5 

Rented  dwelling  

228 

297 

327 

43.4 

10.1 

Owned  dwelling  

186 

263 

379 

103.8 

44.1 

Other  shelter  

24 

31 

36. 

50.0 

16.1 

Fuel,  light,  refrigeration,  etc. 

158 

198 

239 

51.3 

20.7 

Household  operation  

178 

242 

319. 

79-2 

31.8 

Furnishings  and  equipment  

261 

271 

281 

7-7 

3-7 

| Clothing,  materials  and  services  . . 

437 

494 

549 

25.6 

ll.l 

Personal  care  

85 

112 

153 

80.0 

36.6 

Services  

38 

55 

70 

84.2 

27.3 

Supplies  

47 

57 

83 

72.9 

45.6 

4 Medical  care  

197 

285 

345 

75-1 

21.1 

Recreation  

168 

197 

214 

27.4 

8.6 

Reading  

35 

49 

50 

42.9 

2.0 

A Education  • 

23 

27 

61 

165.2 

125.9 

Transportation  

510 

664 

790 

54.9 

19.0 

Automobile  purchase  and  operation 

443 

553 

696 

57-1 

25.9 

Other  travel  and  transportation  . 

67 

ill 

93 

38.8 

-16.2 

Other  expenditures  

55 

i 

69 

j 118 

Si 

114.5 

71.0 

l/  Current  dollars  deflated  usually  by  a component  of  the  Consumer  Price  Index. 
2/  i960  data  are  preliminary. 

Source:  Bureau  of  Labor  Statistics 
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Table  2 .--Distribution  of  Expenditures  of  Urban  Families 
for  Current  Consumption,  1950  and  i960 


Percent  of  total  expenditures 
for  current  consumption 

Deflators  (gen-  , 

Item 

1950 

e rally  based  on 
Consumer  Price 

Current  ! 
Dollars  | 

i960 

Dollars 

i960 

1/ 

Indexes, 

1950=100) 

Total  

100.0 

100.0 

100.0 

123.5 

Food,  total  

29.7 

28.5 

24.4 

118.6 

Prepared  at  home  

24.0 

22.5 

19.3 

115.5 

Away  from  home  

5.7 

6.0 

5.1 

131-2 

Tobacco  

1.8 

1.9 

1.8 

133.9 

Alcoholic  beverages  

1-7 

1.5 

1.8 

108.7  a/ 

Housing,  total  

27.2 

27.7 

29.6 

125.8 

Shelter  

11-5 

12.6 

13.8 

134.9 

Rented  dwelling  

6.0 

6.3 

6.1 

130.3 

Owned  dwelling  

b.9 

5.6 

7.1 

141.3 

Other  shelter  

.6 

• 7 

• 7 

130.3 

Fuel,  light,  refrigeration, 
etc 

4.1 

4.2 

4.5 

125.2 

Household  operation  

! 4.7 

5.1 

5.9 

135.8 

Furnishings  and  equipment  .... 

6.9 

5.8 

5-2 

103.9 

Clothing,  materials,  and 

services  

11.5 

10.5 

10.2 

113.0 

Personal  care  

2.2 

2.4 

2.9 

131.8 

Services  

1.0 

1.2 

1-3 

144 .7 

Supplies  

1.2 

1.2 

1.6 

118.8 

Medical  care  

5-2 

6.1 

6.4 

144.7 

Recreation  

4.4 

4.2 

4.0 

117.5 

Reading  

•9 

1.0 

•9 

141.4 

Education  

.6 

.6 

l.l 

117.5 

Transportation  

13.4 

l4 .1 

14.7 

130.2 

Automobile  purchase  and 
operation  

j 11.6 

11.8 

13.0 

124.9 

Other  travel  and 
transportation  

1.8 

2.3 

1.7 

165.6 

Other  expenditures  

1.4 

1.5 

2.2 

125.7 

a / 1953=100 

l/  i960  data  are  preliminary 


Source:  Bureau  of  Labor  Statistics 
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The  research  on  which  this  talk  is  based  was  prepared  under 
the  general  direction  of  the  ERS  Committee  on  Economic  Projec- 
tions: R.  F.  Daly  (Chairman),  G.  T.  Barton,  R,  E.  Olson,  Q.  M.  West, 
M.  M.  Regan,  and  R.  H.  Masucci.  Alvin  C.  Egbert,  Head  Long-run 
Projections  Section,  ESA,  assisted  by  D.  D.  Durost,  FPED;  L.  R.  Brown, 
RAD;  and  J.  D.  Ahalt,  ESA  carried  the  major  responsibility  for 
analyzing  the  projections  and  drafting  the  preliminary  report.  The 
research  also  reflects  the  work  of  many  other  staff  members  from 
each  Division  of  ERS,  including  the  commodity  specialists  participating 
in  this  Conference. 


The  story  of  the  postwar  technological  revolution 
in  U.  S.  agriculture  has  been  told  repeatedly.  Although  we. 
need  not  dwell  on  this  story  of  abundance,  a little  back- 
ground will  give  us  some  perspective. 

In  general,  markets  for  U.  S.  farm  products  con- 
tinued to  grow  following  adjustments  from  swollen 
demands  associated  with  World  War  II  and  the  Korean 
conflict.  In  the  past  decade,  however,  the  rise  in  domestic 
markets  has  been  only  slightly  more  than  population 
growth  even  though  farm  product  prices  declined  about 
8 percent  and  the  per  capita  buying  power  of  consumers 
increased  almost  a fifth.  Total  domestic  food  use  of 
farm  products  increased  about  2.0  percent  per  year; 
nonfood  uses  rose  less  than  1.0  percent  per  year.  These 
rates  add  to  an  average  annual  increase  of  1.8  percent 
in  total  domestic  use  of  farm  products  compared  with  an 
annual  population  growth  of  about  1.7  percent.  Exports 
have  risen  sharply  in  the  past  decade  and  this  year  will 
reach  a new  high,  possibly  about  double  the  volume  ex- 
ported in  1952-54.  Total  utilization- -domestic  use  and 
exports--has  increased  at  an  annual  rate  of  about  2.4  per- 
cent. 

On  the  other  hand,  various  crop  adjustment  pro- 
grams have  limited  the  rise  in  farm  output  over  the 
10  years  ending  in  1963  to  around  18  to  19  percent— an 
annual  increase  of  about  1.7  percent.  This  difference  in 
output-utilization  growth  rates  can  be  explained.  In  1963 
part  of  increased  utilization  was  supplied  by  "drawing 
down"  stocks,  particularly  of  grain.  But  in  1952-54 
output  exceeded  utilization  resulting  in  a net  stock  build- 
up equal  to  about  5 percent  of  output.  In  addition,  imports 
have  grown  about  twice  as  fast  as  the  population. 


Declining  prices,  low  incomes  and  costly  agri- 
cultural programs  have  grown  largely  out  of  excess 
productive  capacity.  Extending  our  view  into  the  near 
future,  it  appears  that  these  problems,  which  have  beset 
agriculture  in  the  past  decade,  likely  will  continue  in  the 
next  5 years.  With  further  growth  in  population  and  rising 
consumer  incomes,  current  farm  programs  probably  will 
result  in  a small  decline  in  prices  and  incomes  from 
present  levels.  But  net  farm  income  per  farm  would 
continue  to  rise,  possible  by  more  than  a tenth  by  1968. 
Farms  will  grow  larger,  more  mechanized,  more  effi- 
cient, and  become  fewer  in  number.  And,  shifts  in 
resource  use  will  accompany  a further  decline  in  the 
use  of  farm  labor  and  in  the  farm  population.  Let  us 
examine  in  some  detail  the  major  assumptions  and 
analyses  which  back  up  the  near-term  outlook  for  agri- 
culture. 

MAJOR  ASSUMPTIONS 

This  appraisal  assumes  a growing  population,  con- 
tinued expansion  in  the  general  economy  and  current 
farm  programs  including  the  wheat  program  for  the 
1964  crop.  Population  is  expected  to  rise  from  1963  to 
1968  by  around  9 percent  from  189  million  to  206 
million  — an  annual  growth  of  nearly  1.7  percent.  With 
more  workers  and  a continuation  of  the  uptrend  in 
productivity,  the  projected  gross  national  product  of 
the  economy  increases  by  about  a fifth  from  1963  to 
1968  or  about  4 percent  per  year.  Rising  employment 
and  higher  wage  rates  would  increase  per  capita  con- 
sumer buying  power  by  about  12  percent  from  1963 
(figure  1). 
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POPULATION  AND  GENERAL  ECONOMIC  GROWTH 

1950-63  and  Projections  to  1968 


Figure  1 


Except  for  wheat,  farm  programs  assumed  as  a 
basis  for  these  projections  are  those  in  effect  for  1963 
crops.  The  wheat  program  for  the  1964  crop  was  assumed 
with  a support  price  of  $1.25  per  bushel  for  parti- 
cipating producers  who  plant  within  their  acreage  quotas. 
Similarly,  the  1963  feed  grain  program  was  assumed 
to  continue  through  1968.  Accordingly,  a loan  rate  of 
$1.10  per  bushel  was  assumed  for  corn,  wiSh  com- 
parable supports  for  other  feed  grains,  and  a direct 
payment  of  15  cents  per  bushel  to  participating  growers. 

Contingency  reserve  carryover  stocks  were  as- 
sumed as  follows:  Around  600  million  bushels  for 
wheat;  45  million  tons  for  feed  grains;  and  6 million 
bales  for  cotton.  The  Conservation  Reserve  would  be 
reduced  as  contracts  terminate.  Other  acreage  control 
programs,  marketing  agreements  and  orders,  domestic 
distribution  programs,  and  the  Food  for  Peace  export 
program  would  continue  as  provided  by  legislation  in 
effect  during  1963. 


DEMAND  FOR  FARM  PRODUCTS 

As  incomes  rise,  the  consumer  varies  his  diet  and 
tends  to  spend  more  for  it,  but  per  capita  consumption 
changes  very  little.  Estimates  for  1963  put  the  index 
of  per  capita  domestic  use  of  farm  products  (food  and 
nonfood)  at  about  1 1/2  percent  above  the  1952-54  av- 
erage; per  capita  food  consumption  is  up  about  3 percent 
but  nonfood  uses  are  nearly  a tenth  lower.  Pounds  of 
food  consumed  per  person  declined  over  the  decade. 
At  the  same  time  per  capita  buying  power  of  the  con- 
sumer rose  19  percent  and  prices  for  food,  adjusted 
for  price  level  change,  declined  nearly  5 percent.  These 
changes  and  statistical  analyses  based  on  the  postwar 
years  demonstrate  overwhelmingly  that  the  demand  for 
farm  products  is  very  inelastic.  The  domestic  market, 
consequently,  has  grown  about  the  same  as  population 
(figure  2).  But  export  markets  have  increased  rapidly, 
reflecting  expanded  commercial  markets  supplemented 
by  Food  for  Peace  and  related  export  programs. 
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PER  CAPITA  CONSUMPTION  OF  FARM  PRODUCTS 
RELATIVE  TO  CONSUMER  INCOME 

1950-63  and  Projections  to  1968 
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Figure  2 


Domestic  Markets 


Although  total  domestic  food  consumption  is  ex- 
pected to  rise  a little  more  than  the  population,  con- 
sumers’ expenditures  for  food  will  continue  to  rise. 
Per  capita  expenditures  for  food  in  1963  will  total 
around  17  percent  above  the  1952-54  average;  per  capita 
incomes  will  be  up  36  percent.  A further  rise  is  projected 
in  dollars  spent  by  the  consumer  for  food,  primarily 
for  the  purchase  of  more  processing  and  distributing 
services  attached  to  food,  though  part  of  the  increase 
may  reflect  a shift  toward  more  higher  priced  foods. 

PER  CAPITA  CONSUMPTION  TRENDS 

Even  though  the  amount  of  food  consumed  per 
person  changes  very  little,  increases  in  consumer 
income,  changes  in  relative  prices,  and  other  forces 
influencing  consumer  preference  have  a considerable 
impact  on  the  consumption  of  individual  foods.  Per 


capita  consumption  of  beef  in  1963  may  total  95  pounds, 
22  pounds  more  than  the  1952-54  average;  consumption 
of  pork  is  about  unchanged  at  65  pounds.  Consumption 
of  poultry  (chicken  and  turkey)  increased  more  than 
10  pounds  to  about  37  1/2  pounds  per  person  in  1963.  On 
the  other  hand,  per  capita  consumption  of  such  animal 
products  as  eggs  was  down  8 pounds  and  dairy  products 
some  62  pounds  from  the  1952-54  average. 


These  divergent  trends  for  livestock  products 
reflect  income  and  price  changes  and  the  consumer’s 
response  to  them.  But  they  also  reflect  such  influences 
as  the  concern  about  animal  fats  relative  to  obesity 
and  health  considerations.  With  rising  incomes  and 
little  change  in  relative  prices  many  of  the  above 
trends  in  eating  habits  will  continue  in  the  next  5 years, 
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Table  1. — Per  capita  consumption  of  food,  1952-54,  19  57-59, 
1962,  1963  and  projections  for  1968 


Commodity 

Average  \ 

1962  : 

Prelimi- 

nary 

1963 

* Projected 
| 1968  1/ 

1952-54  : 

1957-59  : 

Lb. 

Lb. 

Lb. 

Lb. 

Lb. 

Meat  (carcass  weight) 

179.2 

190.1 

200.9 

207.3 

212 

Beef  and  veal 

82.2 

89.2 

94.6 

100.1 

106 

Pork 

65.3- 

63.0 

63.9 

64.9 

61 

Lamb  and  mutton 

4.5 

4.4 

5.2 

4.9 

4.5 

Chicken 

22.3 

27.5 

30.1 

30.6 

33 

Turkey 

4.9 

6.0 

7.1 

6.8 

7.5 

Eggs,  farm  weight 

49.6 

46.6 

42.4 

41.3 

38.5 

Dairy  products,  total  (milk  equivalent) 

697“ 

677 

636 

635 

598 

Fluid  milk  and  cream  (milk  equivalent) 


337 


311 


310 


292 


Evaporated  and  condensed  milk 

17.3 

14.8 

12.5 

12.0 

9.5 

Cheese 

7.7 

7.9 

9.1 

9.3 

9.5 

Ice  cream  (net  milk  equivalent) 

47.6 

50.4 

51.7 

52.0 

52 

Butter 

8.7 

8.2 

7.2 

7.0 

6.5 

Fats  and  oils  (excluding  butter) 

39.1 

40.4 

42.7 

41.6 

42.6 

Lard 

11.1 

9.3 

7.2 

6.7 

6.4 

Margarine 

8.2 

8.9 

9.3 

9.4 

9.9 

Shortening 

10.7 

11.4 

13.5 

13.2 

13.5 

Other  edible 

9.1 

10.8 

12.7 

12.3 

12.8 

Total,  livestock,  fats  and  oils 

965 

954 

922 

925 

891 

Vegetables  (farm  weight  equivalent) 

207.3 

209.8 

214.6 

213.8 

218 

Fresh  2/ 

73.9 

“72^6 

71.6 

71.4 

72 

Fresh,  other  3/ 

43.2 

38.9 

37.7 

36.7 

37 

F rozen 

11.7 

14.9 

17.8 

17.6 

18 

Canned 

78.5 

83.4 

87.5 

88.1 

91 

Potatoes,  white  (fresh  equivalent) 

106 

107 

109 

112 

108 

Melons 

27.6 

25.1 

23.3 

23.7 

22 

Fruits  (farm  weight  equivalent) 

200.2 

199.2 

195.2 

181.1 

199.5 

Citrus,  fresh 

43.0 

33.5 

28.8 

22.1 

29 

Apples,  fresh 

20.8 

21.6 

19.5 

19.9 

19.5 

Other,  fresh 

45.8 

43.7 

40.4 

41.3 

40.0 

Citrus,  processed 

42.3 

49.0 

54.3 

44.3 

54 

Other,  processed 

34.9 

39.8 

41.3 

42.4 

47 

Dried  fruit 

13.4 

11.6 

10.9 

11.1 

10 

Cereals  (grain  equivalent) 

253.4 

237.2 

232.8 

231.5 

228.4 

Wheat  and  flour 

183 

168 

160 

159 

156 

Rice,  milled 

5.3 

5.6 

6.2 

6.5 

5.7 

Corn 

46.2 

45.3 

48.1 

48.0 

49 

Other  grains 

10.4 

10.1 

10.1 

10.0 

10 

Dry  beans  and  peas 

8.5 

8.2 

8.4 

8.0 

7.7 

Sugar,  refined 

96.6 

96.1 

97.2 

97.2 

98 

Coffee  (green  bean  equivalent) 

16.2 

15.8 

15.9 

16.2 

16.8 

Total  food  from  crops,  except  oils 

907 

890 

888 

876 

891 

Total  food,  crops  and  livestock  products 

1,872 

1,844 

1,810 

1,801 

1.782 

1 / Based  on  projected  changes  in  consumer  income,  relative  prices,  and  trends  in  consumer  preference. 
2/  Leafy,  green  and  yellow  plus  tomatoes,  cucumbers,  corn  and  celery  less  cabbage. 

3/  Includes  sweetpotatoes. 
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MORE  POULTRY,  RED  MEAT  IN  DIET  BY  1968 
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Figure  3 


Relative  stability  in  per  capita  use  of  food  fats  and 
oils  conceals  substantial  declines  in  the  consumption  of 
animal  fats  (butter  and  lard)  and  an  uptrend  in  per 
capita  use  of  vegetable  oils  in  margarine,  shortening 
and  salad  dressing.  Among  the  crops  a pronounced 
shift  is  evident  in  consumption  away  from  the  cereals 
and  fresh  uses  of  fruits  and  vegetables  and  toward 
more  frozen,  processed,  and  other  convenience  foods. 
These  trends  are  largely  offsetting;  per  capita  con- 
sumption of  fruits  and  vegetables,  in  fresh  weight 
equivalent,  has  changed  very  little  over  the  past  decade. 
Greatly  increased  use  of  processed  potatoes  has  arrested 
the  long-run  decline  in  per  capita  consumpton  of  potatoes 
in  recent  years  (table  1).  Many  of  the  above  shifts  in 
the  food  use  of  crops  reflect,  in  addition  to  income 
and  price  changes,  the  consumer’s  demand  for  con- 
venience foods,  his  concern  about  being  overweight, 
considerations  of  health  and  nutrition  and  such  in- 
fluences as  population  shifts,  changes  in  age  composition 
and  possibly  even  food  fads.  Projections  for  1968  reflect 
the  continuation  of  most  of  these  forces  which  have 
influenced  diet  changes  in  recent  years  (figure  3). 


NONFOOD  USES  OF  FARM 
PRODUCTS 

Per  capita  nonfood  uses  of  farm  products  (excluding 
feed  and  seed)  in  1963  average  nearly  one- tenth  below 
1952-54.  Development  of  new  fibers  which  compete  with 
cotton  and  wool  and  development  of  materials  competitive 
with  fats  and  oils  in  the  manufacture  of  soap  and  paints 
have  played  a key  role  in  limiting  nonfood  uses  of 
farm  products.  Such  industrial  uses  likely  will  continue 
to  be  very  responsive  to  changes  in  relative  prices  and 
to  the  general  competitive  position  of  raw  materials. 
Per  capita  consumption  of  tobacco  changed  little  in  the 
past  10  years  and  may  not  change  much  in  coming  years 
pending  she  impact  of  new  developments  relating  to 
health  considerations.  Nonfood  uses  of  grain  include 
primarily  grain  for  alcohol,  corn  starch  and  for  some 
other  nonfood  uses  (table  2).  Although  further  declines  in 
per  capita  nonfood  uses  are  in  prospect,  they  likely 
will  be  less  rapid  than  during  the  past  decade. 
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Table  2.--Per  capita  nonfood  uses,  19  52-54,  19  57-59,  1962, 
1963  and  projections  for  1968 


Average 

Estimated 

1963 

Projected 

1968 

Item 

1952-54 

1 : 1957-59 

1962 

Lb. 

Lb. 

Lb. 

Lb. 

Lb. 

' 

Major  nonfood  uses 

Cotton 

25.6 

22.7 

22.9 

21.6 

20.5 

Wool  (scoured) 

3.2 

2.7 

3.1 

3.0 

2.8 

Tobacco 

12.0 

10.8 

10.8 

10.9 

11.5 

Industrial  oils 

21.6 

23.7 

23.7 

24 

24.5 

Grains  (excluding  feed  and  seed) 

64.5 

67.2 

66.9 

70.0 

75.0 

The  Foreign  Market 


Record  exports  of  farm  products  in  recent  years 
reflect  expanding  commercial  markets  and  substantial 
shipments  under  Food  for  Peace  and  other  export 
programs.  Exports  are  estimated  at  a record  level  in 
calendar  year  1963,  nearly  double  the  volume  exported 
in  1952-54.  This  volume  is  estimated  at  around  16  per- 
cent of  total  farm  output.  But  export  markets  in  1962-63 
took  around  half  of  the  wheat,  rice,  edible  tallow,  and 
soybeans  (including  bean  equivalent  of  oil  and  meal); 
around  one-fifth  of  the  feed  grains  and  cotton;  and 
substantial  quantities  of  tobacco,  fruits,  and  other  pro- 
ducts (table  3).  The  value  of  agricultural  exports  ac- 
count for  about  one- fourth  of  total  exports. 

Under  current  program  assumptions,  the  value  of 
agricultural  exports  is  projected  to  around  $6  billion 
by  1968.  This  would  be  around  a fifth  above  the  large 
exports  of  recent  years  and  would  equal  the  unusually 
large  exports  now  indicated  for  1963-64.  Much  of  the 


increase  is  indicated  for  grains  and  fats  and  oils  re- 
flecting, for  example,  around  800  million  bushels  of 
wheat,  more  than  20  million  tons  of  feed  grains,  and 
6 1/4  billion  pounds  of  food  fats.  These  projections 
make  no  assumption  with  respect  to  current  negotiations 
for  increased  exports  of  wheat  and  some  other  foods  to. 
Communist-bloc  countries. 

In  addition  to  an  expansion  in  commercial  exports, 
current  programs  assume  as  vigorous  Food  for  Peace 
program  with  continued  large  exports  under  P.  L. 
480  and  other  programs.  Projected  exports,  as  a result, 
reflect  continued  large  shipments  of  grains,  cotton  and 
oils  under  the  Food  for  Peace  program  as  well  as  a 
further  rise  in  dollar  sales.  The  dollar  sales  may 
account  for  around  two-thirds  of  total  exports  projected 
in  1968.  Program  exports  under  Food  for  Peace  and  other 
programs  would  account  for  about  one- third  of  the 
total  (figure  4). 


Table  3. — Exports  of  major  farm  products,  crop  years,  19  52-54,  19  57-59, 
1962-63  and  projections  to  1968 


Item 

Unit 

Average 

Average  j 

1962-63 

Projected 

1952-54 

1957-59  ; 

1968 

Wheat 

Mil.  bu. 

270 

452 

639 

800 

Rice,  rough 

Mil.  cwt. 

20.7 

22.4 

36 

34 

Feed  grain 

Mil.  tons 

4.9 

11.7 

16.5 

20.5 

Food  fats 

Mil.  lb. 

1,600 

3,169 

4,250 

6,230 

Inedible  tallow  and  grease 

Mil.  lb. 

1,174 

1,379 

1,596 

2,185 

Cotton 

Mil.  bales 

3.4 

5.2 

3.4 

5 
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Figure  4 


Projected  Utilization 


Total  utilization  of  farm  products  is  projected 
for  1968  at  about  9 percent  above  the  relatively  high 
level  of  domestic  use  and  exports  estimated  for  1963. 
The  increase  is  slightly  smaller  than  that  projected 
for  population.  Domestic  food  use  of  farm  products 
increases  a little  more  than  population  growth  (figure  5). 
But  the  decline  in  per  capita  nonfood  uses  of  farm 
products  is  projected  to  increase  for  the  next  5 years, 
under  current  program  assumptions.  Exports  of  crops 
projected  for  1968  may  total  round  a tenth  larger  than  re- 
cord shipments  now  indicated  for  calendar  year  1963. 

Although  per  capita  consumption  of  food  would 
change  very  little  from  current  rates,  the  projected 
rise  of  about  12  percent  in  per  capita  consumer  buying 
power  would  strengthen  the  market  for  preferred  foods. 
However,  projected  utilization  of  livestock  products 
from  the  record  high  in  1963  reflects  primarily  popu- 
lation growth.  But  utilization  of  beef  and  veal  and  poultry 
is  projected  to  increase  around  15  percent  from  1963. 


By  comparison,  very  small  gains  in  total  utilization 
are  shown  for  pork,  lamb,  and  eggs  reflecting  the 
further  decline  in  per  capita  consumption  indicated  for 
these  foods.  The  projected  decline  in  per  capita  use  of 
dairy  products  is  large  enough  to  offset  the  effect  of 
population  growth.  Estimated  utilization  in  1963  and 
the  similar  volume  projected  for  1968  include  dis- 
tribution under  domestic  food  program  as  well  as  sub- 
stantial exports  under  Food  for  Peace  programs  (table  4). 


The  domestic  market  for  food  from  crops  is 
projected  to  rise  a little  more  than  population.  Nonfood 
uses  also  will  rise,  though  less  rapidly  than  population 
growth.  As  a result,  combined  utilization  (domestic 
use  and  exports)  of  crops  projected  for  1968  is  up  about 
a tenth  from  1963.  Largest  gains  are  indicated  for 
iwheat,  soybeans,  and  cotton.  Increased  use  of  wheat  for 
feed  and  a substantial  increase  in  exports  are  projected 
under  the  lower  support  price  assumed  beginning  with 


Table  4.--Livestock  product  utilization,  1952-54,  1957-59,  1962, 
1963  and  projections  for  1968  1/ 


Commodity 

Average 

1952-54 

Average 

1957-59 

1962 

\ Estimated 

1963 

Projected 

1968 

Mil.  lb. 

Mil.  lb. 

Mil.  lb. 

MU.  lb. 

Mil.  lb. 

Beef  and  veal 

13,448 

15,750 

17,766 

19,040 

21,770 

Pork,  excluding  lard 

10,641 

11,137 

12,027 

12,385 

12,700 

Lamb  and  mutton 

709 

760 

955 

906 

940 

Chicken  and  turkey 

4,404 

5,951 

7,228 

7,302 

8,485 

Dairy  products  2/ 

116,489 

124,338 

123,765 

126,129 

127,525 

Mil.  doz. 

Mil.  doz. 

Mil.  doz. 

Mil.  doz. 

Mil.  doz. 

Eggs 

5,360 

5,482 

5,354 

5,322 

5,455 

1/  Utilization  includes  domestic  consumption  and  exports. 

2/  Utilization  of  dairy  products  includes  domestic  distribution  programs  and  shipments  under  special  export 
programs. 


the  1964  crop.  Increased  feeding  of  wheat  also  partially 
explains  a relatively  small  gain  projected,  in  the  use 
of  feed  grains.  Both  domestic  use  and  exports  of  soy- 
beans are  expected  to  rise  with  total  utilization  in 
1967-68  some  20  to  25  percent  above  1962-63.  A 
sizable  increase  in  utilization  of  cotton  is  projected 
from  1962-63,  but  the  increase  is  primarily  a recovery 
from  the  very  small — 3.4  million  bale--exports  in 
1962-63. 

Consumption  of  vegetables  as  a whole  is  projected 
co  increase  about  the  same  as  population.  With  little 
change  in  per  capita  use  anticipated,  potato  consumption 
also  is  expected  to  increase  about  in  line  with  population 
growth.  There  will  likely  be  a sizable  increase  in  the 
Utilization  of  citrus  from  very  low  levels  in  1963.  But 


the  increase  will  depend  on  how  rapidly  citrus  produc- 
tion recovers  from  the  effects  of  recent  frost  damage. 
Consumption  of  other  fruit  is  projected  to  rise,  possibly 
by  10  to  15  percent  in  the  next  5 years. 


Domestic  markets  for  feed  and  seed  currently 
account  for  40  to  45  percent  of  crop  output.  Possible 
technological  changes,  product-feed  price  relationships, 
and  the  projected  livestock  production  mix  do  not  suggest 
much  change  in  feeding  rates  under  current  program 
assumptions.  Accordingly,  requirements  for  feed  con- 
centrates increase  about  the  same  as  livestock  produc- 
tion. The  strong  consumer  preference  for  beef  may 
step  up  the  demand  for  pasture  and  forages  a bit  more 
rapidly  than  for  concentrates  (table  5). 


Table  5.- -Domestic  use  and  exports  of  selected  crops,  19  57-59, 
1962-63  and  projections  for  1968 


Commodity 

Unit 

Total 

1957-59 

1962-63 

Projected  1967-68 

Total  : 

Domestic 

use 

: Export 

Total  : 

Domestic 

use 

Export 

Feed  grains 

Mil.  tons 

133.9 

152.6 

136.1 

16.5 

168.8 

148.4 

20.4 

Corn 

Mil.  bu. 

3,287 

3,990 

3,602 

388 

4,441 

3,941 

500 

Wheat 

Mil.  bu. 

1,051.9 

1,230.7 

592.0 

638.7 

1,515.0 

715.0 

800.0 

Rice,  rough 

MU.  cwt. 

49.2 

65.1 

28.9 

36.2 

63.5 

29.3 

34.2 

Soybeans 

Mil.  bu. 

528.0 

722.8 

542.8 

180.0 

888.0 

648.0 

240.0 

Cotton 

MU.  bales 

14.0 

12.8 

8.4 

3.4 

13.8 

8.8 

5.0 
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Figure  5 


OUTPUT  AND  FARM  ORGANIZATION 


Greatly  increased  efficiencies  in  agriculture,  to- 
gether with  moderate  gains  in  demand,  have  resulted 
in  continued  pressure  of  supplies  on  available  markets 
outlets.  Technological  developments  and  shifts  in  the 
relative  cost  of  resources  have  resulted  in  extensive 
changes  in  the  size  and  organization  of  farms  and  in 
the  productivity  of  resources.  The  rise  in  total  farm 
output  over  the  past  decade  has  been  limited  by  the 
relatively  small  increase  in  the  past  3 years  when 
acreage  was  reduced  under  terms  of  the  feed  grain 
and  wheat  programs.  Cropland  used  for  crops  in  1963 
totaled  11  percent  less  and  the  input  of  labor  was  more 
that  one-third  smaller  than  in  1952-54.  The  impact 
of  these  reductions  was  largely  offset  by  increased 
use  of  fertilizer,  capital,  and  other  nonfarm  inputs. 

Technological  developments  in  agriculture  and  in 
creased  use  of  capital,  fertilizer  and  other  nonfarm 
inputs  have  contributed  to  a pronounced  trend  toward 
fewer,  larger,  and  more  efficient  farms.  Farms  with 


sales  above  $20,000  more  than  doubled  in  the  1950 
decade;  those  with  sales  of  $10,000  to  $20,000  per  farm 
increased  nearly  50  percent.  These  increases  were 
accompanied  by  a sharp  reduction  in  the  smaller  farms 
other  than  part-time  and  part-retirement  farms.  The 
number  of  farms  may  be  down  to  around  3 1/2  million 
this  year,  a decline  of  nearly  1 1/2  million  over  the 
past  decade.  If  recent  trends  continue,  the  number  of 
farms  may  decline  to  around  3 million  units  by  1968. 

Relative  prices,  like  technology,  have  figured 
importantly  in  shifts  in  resource  use  and  in  the  trend 
toward  larger  farms.  Relatively  high  prices  for  labor 
and  land  have  led  to  the  substitution  of  other  resources, 
particularly  fertilizer  and  capital.  With  new  technology 
and  shifts  in  resource  use,  output  per  unit  of  total 
inputs  and  livestock  production  per  breeding  unit  in 
1963  were  about  one-fifth  above  a decade  earlier.  Crop 
production  per  acre  was  up  31  percent  and  output  per 
man-hour  about  90  percent  from  the  1952-54  average 
(figure  6). 
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Figure  6 


Employment  in  agriculture  is  estimated  at  about 
6 1/2  million  in  1963  compared  with  nearly  9 million 
a decade  earlier.  1/  Total  farm  population  also  declined 
very  sharply  over  this  period  and  may  total  less  than 
13  1/2  million  in  1963  compared  with  20  million  a 
decade  earlier.  Currently  the  farm  population  and  agri- 
cultural employment  represent  approximately  7 percent 
of  the  total  for  the  U.  S.  Projections  for  the  next  5 years 
point  to  a continuation  of  recent  trends  in  resource  use 
and  a further  decline  in  farm  employment.  The  farm 
population  also  is  expected  to  decline  though  possibly 
somewhat  less  rapidly  than  over  the  past  decade. 
Continued  technological  developments  and  shifts  in  re- 
source use  imply  further  increases  in  yields  and  pro- 
ductivity in  general. 

Capital  investment  in  agriculture  has  risen  as 
farms  became  mechanized  and  grew  larger  and  as 
labor  became  relatively  more  costly.  However,  the  total 
quantity  of  productive  assets  in  agriculture — land,  farm 
machinery  and  equipment,  inventories  and  working  cap 
ital- -increased  only  about  10  percent  over  the  1950 


decade.  But  average  investment  per  farm  increased 
more  than  40  percent,  as  farm  numbers  declined.  This 
trend  likely  will  continue,  primarily  reflecting  farm 
consolidation.  The  total  volume  of  assets  used  in  agri- 
culture may  change  little. 

Cropland  used  for  crops  totaled  335  million  acres 
in  1963,  up  2 percent  from  1962.  This  acreage  com- 
pares with  an  average  of  357  million  used  in  1957-59 
and  380  million  in  1952-54.  Land  classified  as  cropland 
is  estimated  at  around  455  to  460  million  acres.  The 
335  million  acres  used  for  crops  in  1963  includes 
harvested  acreage,  crop  failure,  and  summer  fallow. 
Around  65  million  acres  of  this  is  usually  pastured.  The 
remaining  55  to  60  million  acres  of  cropland  consists 
primarily  of  acreage  in  the  Conservation  Reserve  and 
in  the  feed  grain  and  wheat  programs  as  well  as  some 
other  idle  land.  Output  and  yields  projected  under 
current  programs  for  1968  point  to  an  increase  of  about 
10  million  in  acreage  used  for  crops.  Accordingly, 
projections  for  1968  imply  that  land  under  programs  and 
other  idle  land  may  total  around  45  million  acres. 


1/  Based  on  Statistical  Reporting  Service  concept. 
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Projected  Output  and  Imbalances 


Farm  output  is  projected  for  1968,  under  current 
programs,  at  a level  11  percent  above  1963.  This  increase 
is  a bit  larger  than  the  projected  increase  in  utilization 
from  1963  when  a ''pulldown"  in  grain  stocks  supplied 
part  of  the  record  level  of  utilization.  Production  of 
crops  would  increase  by  1 1 percent  in  the  next  5 years 
(figure  7).  Projected  production  for  most  commodities 
matches  increases  in  utilization.  Accordingly,  compared 
with  1963,  largest  output  increases  are  projected  for 
beef,  poultry,  soybeans,  and  wheat.  Very  small  in- 
creases are  indicated  for  milk,  eggs,  pork,  cotton, 
and  tobacco  (table  6). 

Production  of  livestock  products  is  projected  to 
increase  about  10  percent  by  1968  from  the  record 
high  output  estimated  for  1963.  Slaughter  of  beef  in- 
creases around  18  percent  and  poultry  around  15  per- 
cent from  1963.  But  production  of  pork,  eggs,  and 


milk  increases  less  than  5 percent  from  1963  levels. 
These  changes  reflect  primarily  the  projected  increases 
in  utilization  at  average  prices  for  livestock  products 
near  current  levels.  With  production  of  dairy  products 
currently  in  surplus,  even  a small  increase  in  output 
would  provide  ample  supplies  for  continued  large  ex- 
ports under  special  Food  for  Peace  programs. 

The  feed  grain  program  assumption  would  limit: 
output  sufficiently  to  reduce  carryover  stocks  of  feed 
grain  to  around  the  assumed  normal  of  45  million 
tons  sometime  before  1968.  Wheat  acreage  is  projected 
to  increase  under  the  1964  program  assumption  and 
production  may  rise  to  nearly  1 1/2  billion  bushels. 
This  compares  with  a 1963  crop  of  over  1.1  billion 
bushels  (table  7).  With  domestic  feed  use  and  exports 
of  wheat  projected  to  rise,  a reduction  of  wheat  stocks 


Table  6. --Farm  production  and  related  data,  1952-54,  1957-59, 
1962,  1963  and  projected  1968 


(Indexes  1957-59  a 100) 


Item 

Average 

1952-54 

\ Average 

I 1957-59 

1962 

| Estimated 
i 1963 

Projected  1968 

Index 

: Percent 

: change 

: from  1963 

Farm  output 

93 

100 

108 

110 

122 

11 

Livestock  production 

94 

100 

107 

109 

120 

10 

Meat  animals 

96 

100 

108 

110 

126 

15 

Dairy  products 

96 

100 

104 

103 

105 

2 

Poultry  products 

84 

100 

111 

113 

125 

11 

Crop  production 

94 

100 

108 

110 

122 

11 

Feed  grains 

79 

100 

101 

108 

120 

11 

Hay  and  forage 

91 

100 

106 

101 

113 

12 

Food  grains 

99 

100 

97 

101 

125 

24 

Oil  crops 

66 

100 

123 

132 

166 

26 

Cotton 

123 

100 

119 

120 

122 

2 

Vegetables  1/ 

93 

100 

109 

109 

114 

5 

Cropland  used  for  crops 

106 

100 

92 

94 

97 

3 

Crop  production  per  acre 

89 

100 

117 

117 

126 

8 

Farm  labor 

131 

100 

85 

82 

74 

-10 

Other  inputs  2/ 

90 

100 

108 

112 

121 

8 

1/  Including  potatoes,  dry  beans  and  peas  as  well  as  truck  crops  for  processing  and  fresh  market. 
2/  Inputs  other  than  labor  and  farm  real  estate. 
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Figure  7 


is  indicated.  If  wheat  exports  increase  to  a billion 
bushels  this  year  as  expected,  the  carryover  of  wheat 
may  be  reduced  more  than  a third  during  the  1963-64 
marketing  year.  Under  current  programs  for  cotton, 
production  is  projected  to  continue  around  the  present 
rate.  Utilization,  under  the  same  assumption,  rises 
from  the  low  level  in  1962-63  but  not  up  to  the  1957-59 
level.  The  balance  suggests  a further  build  up  in  carry- 
over stocks  of  cotton. 


Prospective  demand  increases  and  current  pro- 
grams point  to  a continued  rise  in  production  of  soybeans, 
possibly  to  a level  around  915  million  bushels  from  an 
estimated  crop  of  727  million  in  1963,  Such  an  increase 
probably  would  result  in  continued  excess  production 
of  vegetable  oils.  Production  increases  projected  for 
most  other  commodities  largely  reflect  expected  in- 
creases in  utilization,  though  it  may  take  several  years 
for  production  of  citrus  to  recover  (figure  8). 


Table  7.  Crop  output  utilization  balance,  crop  years, 
1957-59,  1962-63  and  projected  1967  -68 


Commodity 

Unit 

1957- 

59  average 

1962- 63  average 

Projected  1967-68 

Output 

\ Utiliza-  ) 
! tion  1 

Output 

| Utiliza  ■ 

| tion 

Output 

Utiliza- 

tion 

Feed  grain 

Mil.  ton 

142.0 

133.9 

143.1 

152.6 

168.3 

168.8 

Corn 

Mil.  bu. 

3,409 

3,287 

3,644 

3,990 

4,480 

4,440 

Wheat 

Mil.  bu. 

1,178.1 

1,051.9 

1,093 

1,230.7 

1,430 

1,515 

Rice,  rough 

Mil.  cwt. 

47.1 

49.2 

64.5 

65.1 

63.2 

63.5 

Soybeans 

Mil.  bu. 

532.2 

528.0 

675.2 

722.8 

913 

888 

Cotton 

Mil.  bales 

12.1 

14.0 

14.8 

11.8 

14.7 

13.8 

CROP  PRODUCTION  AND  USE  SEEN  CLOSE  IN  ’68 

BILLION  DOLLARS  * 

29 


27 


25 


23 


21 


19 


- 

'■#  ■ «:■  ' 

./ 

- 

< 

.*y 

• 

tk 

rru  y ' ' 

■ 

i x ~ 

' 



Sill 

S 

TOOK  BUILD  UP 
rOCK  REDUCTION 

1950 


U.  S.  DEPARTMENT  OF  AGRICULTURE 


1955  1960  1965 

* VALUED  AT  1957-59  FARM  PRICES 


1970 

NEG.  2356FI-63(9) 


Figure  8 


FARM  PRICES  AND  INCOMES 


Since  the  mid-  1950’s  prices  received  by  farmers 
have  held  relatively  steady  with  the  index  ranging 
between  230  and  250  (1910-14-100).  In  recent  years 
average  crop  prices  have  strengthened  some  due  pri- 
marily to  operations  of  farm  price  support  programs. 
Livestock  product  prices  have  drifted  slowly  downward 
under  the  impact  of  a rising  volume  of  marketings. 
Prices  paid  by  farmers,  on  the  other  hand,  have  continued 
to  rise  and  estimates  for  1963  are  about  7 percent 
above  the  1957-59  average.  Realized  net  incomes  are 
now  below  a decade  back.  But  they  have  risen  in  recent 
years  and  estimated  net  income  this  year  is  up  about 
6 percent  from  the  1957-59  average.  With  farm  numbers 
declining  rapidly,  net  farm  income  per  farm  rose  a 
fourth  over  the  5 years. 


PRICES  RECEIVED 

Under  current  program  assumptions,  prices  re 
ceived  by  farmers  projected  for  1968  average  3 percent 
below  the  242  (1910-14-100)  estimated  for  1963.  Slightly 
lower  average  farm  product  prices  reflect  crop  prices 
for  1968  about  5 percent  below  1963.  The  difference 
is  due  primarily  to  the  expected  reduction  in  the  price 
of  wheat.  Prices  under  these  assumptions  reflect  a 
support  price  for  wheat  at  $1.25  per  bushel  compared 
with  a loan  rate  of  $1.82  on  1963- crop  wheat.  Feed 
grain  prices  generally  reflect  the  loan  rate  of  $1.10  per 
bushel  for  corn.  Prices  for  cotton,  the  oil  crops,  tobacco, 
and  dairy  products  were  assumed  at  support  levels  for 
the  1963  crop  (table  8). 
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Table  8. — Prices  received  by  farmers,  1952-54,  19  57-59, 
1962,  1963  and  projections  for  1968  1/ 


Item 

Unit 

Average 

1952-54 

Average 

1957-59 

1962 

| Estimated 
i 1963 

Projected 

1968 

Livestock  products 

1910-14=100 

274 

258 

255 

246 

245 

Beef  cattle 

Dol.  per  cwt. 

18.87 

20.57 

21.30 

20.10 

20.00 

Hogs 

Dol.  per  cwt. 

20.27 

17.17 

16.30 

15.40 

15.50 

All  chickens 

Dol.  per  cwt. 

.242 

.170 

. 146 

.141 

.130 

Milk,  wholesale 

Dol.  per  cwt. 

4.38 

4.17 

4.11 

4.10 

4.10 

Eggs 

Dol.  per  cwt. 

.420 

.348 

.337 

.360 

.330 

Crops 

1910-14  = 100 

250 

223 

230 

235 

223 

Wheat 

Dol.  per  bu. 

2.08 

1.81 

2.00 

1.92 

1.25 

Corn 

Dol.  per  bu. 

1.48 

1.09 

1.11 

1.09 

1.10 

Soybeans 

Dol.  per  bu. 

2.63 

2.01 

2.34 

2.44 

2.25 

Cotton  (Am.  Upland) 

Dol.  per  lb. 

.3326 

.3137 

.3160 

.3182 

2/.3172 

Fruit 

1910-14=100 

198 

333 

220 

268 

240 

Vegetables,  commercial 

1910-14=100 

239 

233 

244 

233 

230 

All  farm  products 

1910-14=100 

263 

242 

243 

242 

235 

1/  Weighted  season  average  prices. 
2/  Support  price  for  average  quality. 


Despite  expanding  supplies,  livestock  produce  prices 
are  fairly  well  maintained,  under  current  program 
assumptions.  The  considerable  increase  in  demand, 
particularly  for  meats,  enables  the  market  to  absorb  an 
expanding  production  without  unduly  depressing  prices. 


FARM  INCOME 

The  output  increase  and  a small  decline  in  average 
prices  projected  for  1968  suggest  a gain  in  cash  receipts 
from  marketings  of  around  8 percent  from  1963.  Larger 
cash  receipts  are  projected  for  all  commodities  except 
wheat.  A larger  volume  of  marketings  is  projected  for 
wheat,  but  much  lower  prices  would  result  in  substan- 
tially smaller  cash  receipts  to  wheat  producers. 

Payments  directly  to  farmers  under  programs  for 
feed  grains  and  wheat,  soil  conservation,  and  special 
commodity  programs  (wool,  sugar)  are  estimated  for 
1968  around  $200  to  $300  million  below  the  $1.8  billion 
estimated  for  1963.  Nonmoney  income- -the  income 


received  as  home  produced  food,  fuel,  housing,  etc.-- 
also  would  trend  downward  as  the  number  of  farms 
declines.  Accordingly,  gross  income,  under  current 
program  assumptions  would  rise  only  around  5 percent 
or  so  from  the  $41  billion  estimated  for  1963.  With  a 
projected  increase  of  around  a fifth  for  inputs  other 
than  land  and  labor,  farm  production  expenses  would 
increase,  probably  somewhat  more  than  gross  income. 
Realized  net  farm  income,  as  a result  is  projected  to 
decline  around  a billion  dollars  from  the  $12  1/4  billion 
estimated  for  1963.  But  realized  net  farm  income  per 
farm  would  rise  nearly  a tenth,  if  the  recent  downtrend 
in  farm  numbers  continues. 

Program  costs,  estimated  for  current  programs, 
trend  down  slowly  over  the  period.  Cost  estimates  which 
include  the  1964- crop  program  for  wheat,  would  total 
substantially  smaller  than  for  the  1963  program,  but 
the  income  of  wheat  producers  also  would  be  sharply 
reduced.  The  cost  of  the  dairy  product  and  cotton  pro- 
grams is  projected  to  rise  slightly  from  current  levels, 
while  feed  grain  program  costs  would  decline  as  utili- 
zation expands  and  fewer  acres  need  to  be  diverted. 
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ALTERNATIVE  PROGRAM  ASSUMPTIONS 


Projections  were  prepared  under  other  price  sup- 
port and  production  control  alternatives.  I would  like 
to  summarize  briefly  the  results  of  projections  based 
on  an  assumed  unlimited  production  or  modified  free 
market  assumption. 

In  general,  no  farm  programs  involving  production 
limitations  are  assumed  under  this  alternative.  However, 
export  programs,  domestic  distribution  programs,  and 
marketings  orders  would  continue  at  levels  specified 
under  the  current  program  assumptions.  Stocks  presently 
held  by  the  Government  would  be  worked  down  through 
Food  for  Peace  outlets  so  as  to  avoid  dumping  stocks 
on  the  domestic  market. 

United  States  agriculture  is  operating  well  below 
its  potential  capacity.  With  a relaxation  of  controls  on 
the  use  of  cropland  and  on  production,  the  initial  in- 
crease in  output  could  be  abrupt.  And  output  likely 
would  continue  larger  than  under  current  program  as- 
sumptions. Projected  demand  and  output  under  the  free 
market  assumptions  imply  average  prices  received  for 
farm  products  around  one-fifth  below  current  levels. 

The  domestic  market  would  respond  to  lower 
prices,  but  the  gain  above  the  current  program  pro- 
jections likely  would  be  small  in  view  of  the  very  low 
price  elasticity  of  demand  for  food.  Projected  per  capita 
food  consumption  is  up  about  1 1/2  to  2 percent  from 
1963,  a bit  more  than  under  current  programs.  Nonfood 
use  per  person,  however,  is  projected  to  rise  around 
8 percent  compared  with  a further  decline  projected 
under  current  programs.  Feed  requirements  also  would 
increase  more  under  the  free  market  assumption.  The 
demand  for  livestock  products  also  increases  somewhat 
more.  In  addition,  with  relatively  low  prices  for  feed,  a 
higher  rate  of  concentrate  feeding  would  be  likely. 
Larger  exports  also  are  projected,  reflecting  a con- 
tinuation of  the  Food  for  Peach  programs  and  substantially 
lower  prices  under  the  free  market  assumptions. 

Livestock  production  increases  about  12  percent 
from  the  record  1963  output.  Without  acreage  controls, 
crop  output  is  projected  to  increase  some  15  to  16  per- 
cent. The  greater  increase  in  crop  output  reflects 
larger  feed  requirements,  and  somewhat  larger  exports 
under  the  free  market  assumption.  Much  land  now  idle 
under  vaious  programs  would  be  returned  to  production 
under  the  free  market  assumptions.  Acreage  used  for 
crops  may  total  about  25  million  larger  than  under 
current  programs.  Much  lower  prices  would  tend  to 
limit  increases  in  the  use  of  fertilizer  and  other  inputs. 


Crop  production  per  acre  would  increase  but,  with 
cultivation  of  more  land  and  some  reduction  in  inputs 
per  acre,  the  rise  would  be  slower  than  projected  under 
current  programs. 

A larger  volume  of  farm  marketings,  under  the 
unlimited  production  assumptions,  would  only  partly 
offset  the  impact  of  lower  prices  on  cash  income.  As  a 
result,  cash  receipts  are  projected  to  decline  around  a 
tenth  from  the  estimated  $36  billion  in  1963.  Government 
payments  direct  to  farmers  would  be  virtually  elimi- 
nated. Thus,  gross  farm  income  would  decline  even 
more  than  cash  receipts.  Farm  production  expenses- 
are  projected  to  continue  to  rise,  though  the  increase 
would  be  less  than  under  current  program  assumptions. 
Costs  for  feed,  feeder  cattle,  and  other  farm  produced 
inputs  would  be  much  lower.  Farmers  also  would  hire 
less  labor  and  nonfarm  inputs  probably  would  rise  less 
than  under  the  current  program  alternative.  But  with 
smaller  gross  income,  net  farm  income  would  be  sub- 
stantially reduced,  perhaps  to  around  half  the  present 
level  of  realized  net  income.  The  downtrend  in  the  number 
of  farms  may  accelerate  some  under  the  free  market 
assumptions.  But  net  income  per  farm  would  decline, 
possibly  to  around  two-thirds  of  the  present  level. 

Program  costs  would  not  be  completely  eliminated 
under  free  market  assumptions,  but  they  would  be  sharply 
curtailed.  Under  this  alternative,  Food  for  Peace  pro- 
grams would  be  continued  as  would  domestic  food 
distribution  programs.  Moreover,  the  Government  would 
continue  to  hold  contingency  reserves  of  grains,  dairy 
products,  cotton,  and  other  farm  products.  Accordingly, 
program  costs  estimated  for  1968  total  less  than  half 
similar  estimates  under  current  program  assumptions. 

The  removal  of  price  supports  and  production 
control  programs,  even  with  an  orderly  liquidation  of 
stocks,  undoubtedly  would  result  in  a quick  and  very 
sharp  decline  in  farm  product  prices  and  incomes. 
However,  such  a short-run  price  and  income  situation 
could  not  be  considered  a stable  equilibrium.  A reduc- 
tion in  prices  and  incomes  of  this  magnitude  would 
result  in  extensive  asset  reevaluation  and  in  some  re- 
source adjustment.  An  examination  of  production  changes 
in  agriculture  during  the  postwar  years  suggests  some 
response  of  output  to  changes  in  prices.  It  is  logical 
also  to  expected  a greater  response  to  price  change  in 
a period  long  enough  to  effect  adjustments  in  fixed 
resources.  But  the  output  potential  relative  to  prospective 
demand  increases  suggest  lower  prices  and  incomes 
under  the  free  market  assumptions. 
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What  is  an  economic  projection  and  how  does  it  differ  from  an  economic 
forecast?  As  I understand  it,  a forecast  is  what  you  think  will  actually 
happen.  A projection  is  a statement  of  what  would  happen  under  stated  as- 
i sumptions  about  such  things  as  war  or  peace,  population  growth,  and  Government 
programs . 


Both  our  economic  forecasts  and  our  economic  projections  are  becoming 
more  and  more  scientific.  They  are  based  upon  research  to  measure  past 
economic  relationships.  They  are  aimed  at  serious  and  useful  purposes. 

Thus,  modern  economic  projections  differ  from  the  ancient  pseudosciences 
of  astrology,  numerology,  palmistry,  and  the  reading  of  cards  and  tea  leaves. 
Such  fortune-telling  is  not  based  upon  modern  science.  Yet,  fortune-telling 
is  still  more  popular  than  scientific  economic  forecasts . The  Washington 
Post  publishes  a horoscope  every  day.  It  usually  gives  economic  projections 
once  a year. 


Fortune-telling  seldom  serves  any  real  purpose  except  to  satisfy  a natural 
curiosity  about  such  important  things  as  death,  marriage,  and  wealth.  The 
predictions  do  not  tell  you  how  to  postpone  death,  how  to  marry  the  boss's 
daughter,  nor  how  to  get  rich  from  the  stock  market  or  from  horse  races.  They 
are  usually  rather  vague  and  safe- -you  will  take  a journey,  or  meet  a dark- 
haired woman.  Some  of  our  economic  forecasts  are  vague  and  safe,  too --there 
may  be  a recession  at  some  unspecified  time  and  of  unknown  magnitude.  Sooner 
or  later  a recession  will  come,  and  we  will  be  great  prophets.  Also,  some 
writers  occasionally  have  fun  expounding  crazy  "theories"  relating  business 
conditions  to  the  length  of  women's  skirts  or  the  size  of  the  hole  in  a doughnut. 

But  the  agricultural  outlook  and  the  agricultural  projections  use  modern, 
refined,  respectable  techniques.  They  are  becoming  almost  indispensable  to 
the  modern  farmer,  businessman,  administrator,  and  legislator.  We  need  to 
think  seriously  about  their  uses,  and  about  possible  abuses. 
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Uses 

Economic  projections  are  being  used  more  and  more  by  individuals  and  by 
business.  We  are  beginning  to  use  them  to  develop  public  programs. 

1.  Guiding  Individuals  and  Business  Firms 

Individual  farmers  and  businessmen  often  want  guidance  about  such  economic 
matters  as  what  to  produce,  when  to  buy  and  sell,  what  to  store,  how  to  dis- 
tribute, whether  to  hedge  or  speculate.  Good  judgment  about  things  of  this 
kind  means  a successful  business --poor  judgment  means  failure.  Only  the  largest 
corporations  can  afford  to  make  their  own  economic  analyses  and  projections. 

The  ordinary  farmer  or  businessman  gets  advice  from  many  sources.  They  have 
gradually  learned  that  one  of  the  best  and  most  reliable  sources  is  the  outlook 
service  of  the  Department  of  Agriculture  and  the  State  Extension  Services.  But 
they  sometimes  complain  that  our  forecasts  are  not  specific  enough.  And  occa- 
sionally a farmer,  dealer,  or  politician  still  argues  that  an  unfavorable 
forecast  causes  prices  to  go  down.  I doubt  whether  there  is  much  to  this 
argument.  Prices  usually  go  down  because  basic  economic  conditions  are  unfa- 
vorable. They  would  go  down  if  the  report  were  suppressed  or  if  it  were 
doctored  to  cover  up  the  true  situation.  Similarly,  fruit  trees  will  freeze 
in  cold  weather,  even  if  you  break  the  thermometer  and  change  the  weather  report. 

In  the  past,  our  outlook  work  has  been  limited  mainly  to  short-term  fore- 
casts of  about  1 year.  There  is  now  increasing  interest  both  in  intermediate 
projections  for  some  5 years  ahead,  and  also  for  long-term  projections  covering 
perhaps  25  to  50  years.  The  individual  or  the  firm  needs  long-term  projections 
to  help  decide  what  investments  to  make  and  the  kind  of  business  to  do.  For 
example,  many  farmers'  sons  want  to  know  what  agriculture  is  going  to  be  like 
20  or  30  years  from  now  in  order  to  decide  whether  to  stay  in  farming  or  to 
prepare  themselves  for  some  nonfarm  business  or  profession.  Both  the  inter- 
mediate and  the  long-term  projections  will  depend  upon  assumptions  concerning 
economic  programs , including  farm  programs . 

2.  Guiding  Public  Programs 


One  of  our  major  problems  is  and  will  continue  to  be  the  appraisal  of 
prospective  agricultural  surpluses  and  deficits,  under  assumed  policies  and 
programs.  According  to  the  Bible,  Joseph  dreamed  that  there  would  be  7 fat 
years  followed  by  7 lean  years,  and  prepared  a program  to  counteract  some  of 
the  adverse  effects.  Today,  few  of  us  are  willing  to  rely  entirely  upon  dreams. 
Perhaps  we  rely  too  much  upon  mathematics . Neither  dreams  alone  nor  mathematics 
alone  is  enough.  We  need  a lot  of  solid  statistical  and  economic  research  to 
understand  the  reasons  for  past  trends . We  need  the  vision  to  see  some  of  the 
new  forces  that  may  reshape  trends  of  the  future.  For  some  time  ahead,  American 
agriculture  will  doubtless  continue  to  be  confronted  with  problems  of  surpluses. 
We  must  concern  ourselves  both  with  production  adjustments  and  with  increased 
distribution  and  consumption. 
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Malthus ' projections  of  population  and  food  supply  not  only  led  him  to  the 
conclusion  that  the  world  was  threatened  with  continuous  misery  and  vice.  He 
used  them  to  call  attention  to  the  need  for  a program  to  reduce  misery  and  vice. 
His  program  was  moral  restraint  and  virtuous  celibacy.  Whatever  the  merits  or 
demerits  of  Malthus'  ideas  about  restraint,  we  still  do  have  the  problem  of 
keeping  the  right  kind  of  balance  between  population  and  food  supply.  We  are 
now  experiencing  a world-wide  population  explosion.  The  agricultural  economist 
may  be  able  to  soften  the  effects  of  this  by  indicating  dimensions  of  the 
problems,  and  by  pointing  to  ways  of  increasing  the  world  output  and  distribu- 
tion of  food.  The  work  of  the  Food  and  Agriculture  Organization  and  the  recent 
work  of  the  Department  of  Agriculture  to  construct  a world  food  budget  are 
examples  of  a good  beginning  along  this  line. 

Economic  projections,  of  course,  are  not  limited  to  agriculture.  Since 
the  Council  of  Economic  Advisers  was  set  up  in  19^-6,  there  has  been  an  in- 
creasing interest  in  "current  and  forseeable  trends" — especially  in  forseeing 
periods  of  depression  or  inflation.  We  need  not  only  more  accurate  forecasts, 
but  also  the  development  of  possible  counter-measures  and  the  invention  of 
quick  and  automatic  adjustments  to  safeguard  us  from  economic  harm.  We  have 
some  such  automatic  adjustments  now,  including  Social  Security  payments,  cost- 
of-living  adjustments  in  many  wage  formulas,  and  the  parity  adjustment  of 
agricultural  price  supports.  These  doubtless  need  improvement. 

Perhaps  in  the  future  we  may  be  intelligent  enough  to  work  out  automatic 
tax  adjustments.  Instead  of  debating  for  a year  or  more  whether  to  reduce  or 
increase  taxes,  we  ought  to  have  some  sort  of  automatic  formula  that  would 
raise  or  lower  taxes  immediately  if  and  when  certain  economic  indexes  indicated 
the  change  was  needed.  We  now  have  an  enormous  mass  of  current  economic  sta- 
tistics. We  have  machines  that  can  analyze  such  data  quickly.  Could  not  such 
a machine  digest  the  current  mass  of  statistics,  and  ring  a bell  or  flash  a red 
light  when  a change  in  program  is  indicated7 

3 . Alternatives 


Instead  of  one  single  projection,  what  we  need  for  most  practical  purposes 
is  a number  of  alternative  projections. 

Gerhard  Coin  from  time  to  time  has  prepared  for  the  National  Planning 
Association  several  alternative  versions  of  the  Nation's  Economic  Budget.  For 
example,  some  of  them  emphasize  heavy  business  investment,  some  less  business 
and  more  consumer  spending,  etc.  We  need  such  alternative  projections,  based 
upon  different  assumptions  about  farm  programs . I think  we  should  proceed  to 
develop  projections  for  all  the  principal  kinds  of  farm  programs  that  are  being 
discussed. 

A first  question  the  statistician-economist  must  answer  is  what  alterna- 
tives are  economically  feasible.  When  we  make  several  different  economic 
projections,  we  need  to  specify  as  concretely  as  possible  the  policies,  programs. 
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and  costs  that  would  go  with  each.  The  economist  should  stick  to  economic  re- 
sults and  to  the  economic  feasibility  of  proposed  alternatives.  Political 
feasibility  is  another  matter,  and  needs  to  be  kept  separate.  In  economic 
analysis,  we  can  use  the  results  of  statistical  studies  of  demand  and  supply. 

We  can  test  feasibility  by  modern  techniques  of  input-output  analysis.  But 
our  statistical  work,  and  especially  our  economic  projections,  must  stay 
completely  out  of  politics . 

In  a democracy,  the  final  choice  is  made  by  the  public.  The  economist 
and  statistician  can  help  by  giving  the  public  accurate,  unbiased,  and  non- 
political estimates  of  results  of  alternatives . He  cannot  determine  what  the  j 
goals  ought  to  be,  but  he  can  help  us  see  what  goals  are  attainable.  It  is  all 
very  well  to  talk  about  raising  farm  income,  lowering  food  prices  to  the  con- 
sumer, and  reducing  the  cost  of  Government  programs.  But  you  can’t  do  all 
these  things  at  the  same  time. 


Abuses 

I hope  and  believe  that  economic  forecasting  and  projecting  are  becoming 
something  like  real  sciences.  They  must  be  based  upon  sound  economic  theory. 
They  must  be  tested  and  quantified  by  statistical  research.  Still,  projecting 
is  partly  an  art,  as  well  as  partly  a science.  This  will  doubtless  always  be 
so.  A good  economic  projector  will  make  full  use  of  the  many  scientific  methods 
developed  by  mathematicians  and  statisticians.  But  he  will  combine  them  with 
a vaguer  ability  that  we  sometimes  call  judgment  or  even  intuition. 

I think  that  most  of  the  abuses  of  projections  grow  out  of  a mechanical, 
routine  application  of  statistical  results . 


Fatalism 


Too  many  people  accept  ecncnomic  projections  as  if  they  were  certain  and 
inescapable.  This  follows  the  folklore  handed  down  from  the  soothsayers, 
fortune  tellers,  and  numerologists . 

Malthus ' first  essay  on  population  (published  anonymously)  was  completely 
fatalistic.  Malthus  said  that  population  increases  in  a geometric  ratio, 
while  the  food  supply  increases  only  in  an  arithmetic  ratio.  The  essay  con- 
cluded, "Among  mankind,  the  effects  are  misery  and  vice--the  former  certain, 
the  latter  probable."  Fatalistic  projections  of  this  kind  led  many  to  consider 
economics  as  the  dismal  science.  But,  as  already  indicated,  Malthus  in  his 
later  essays,  presented  one  sort  of  program  for  improving  the  prospects. 
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What  good  does  it  do  to  have  a projection  for  the  Gross  National  Product 
in  the  year  2,000  if  this  is  a fatalistic  forecast  which,  like  the  laws  of 
the  Medes  and  Persians,  cannot  he  changed?  It  is  a mere  curiosity  of  some 
interest  to  the  readers  of  the  Sunday  supplements  who  like  to  see  big  numbers. 
I am  not  objecting  to  projections  for  the  year  2,000.  Such  projections  may 
serve  very  important  uses.  All  I am  saying  is  that  we  need  a number  of  long- 
term projections --especially  when  considering  policies  and  programs. 

Mechanical  Projections  of  Trends 


The  mechanical  projection  of  trends  can  lead  us  very  far  astray,  espe- 
cially if  the  trend  itself  is  based  upon  inadequate  data,  and  also  especially 
if  the  projection  involves  a long  period  of  time.  Mark  Twain,  in  "Life  on 
the  Mississippi"  stated  that,  in  recent  years,  the  length  of  the  lower  Mis- 
sissippi had  been  reduced  by  an  average  of  about  1-1/3  miles  a year.  On  the 
basis  of  this  single  statistic,  he  projected  backward  a million  years,  and 
said  that  the  lower  Mississippi  must  have  been  1.3  million  miles  long.  He 
also  projected  forward  and  said  that  jb2  years  from  the  date  he  wrote,  the 
lower  Mississippi  would  be  only  1-3/4  miles  long.  He  concluded,  "There  is 
something  fascinating  about  science.  One  gets  such  wholesale  returns  of 
conjecture  out  of  such  a trifling  investment  of  fact." 

We  economic  statisticians  also  sometimes  get  wholesale  returns  of  con- 
jecture out  of  a trifling  investment  of  statistical  fact.  Too  often  we  fit 
a trend  to  a few  recent  years  and  extrapolate  it  mechanically  into  the  future. 

Abraham  Lincoln,  in  his  Second  Annual  Message  on  December  1,  1862,  stated 
that  the  population  of  the  United  States  in  i860  was  31,443,790.  Further, 
he  said  that  the  annual  decennial  increase  since  1790  had  been  34.6  percent. 
Then  he  made  a projection  of  the  U.  S.  population  in  1930.  He  stated  that 
if  the  rate  of  increase  continued,  the  population  in  1930  would  be  251,680, 91 4 • 
The  actual  population  in  1930  was  123  million  instead  of  252  million.  There 
was  nothing  wrong  with  Lincoln's  statistics  nor  his  arithmetic.  All  that 
was  wrong  was  the  assumption  that  the  growth  rate  would  remain  constant. 

The  Mystery  of  Compound  Interest 


The  law  of  compound  interest  is  a wonderful,  mysterious,  and  awful  thing. 

Some  think  Peter  Minuit  cheated  the  Indians  when  he  bought  Manhattan 
Island  from  them  in  162 6 for  $24.  But  $24  at  an  interest  of  6 percent 
compounded  annually  for  337  years  would  be  worth  over  8 billion  dollars  today. 
Would  Manhattan  Island  be  worth  8 billion  dollars  today  if  the  Indians  had 
kept  it  as  a hunting  ground? 
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Mathematicians  and  statisticians  can  have  a lot  of  good.,  clean  fun  by- 
pointing  out  how  big  our  Gross  National  Product  would  be  25  or  100  years 
from  now  if  we  have  a continuous  growth  rate  of  b or  5 percent.  But  this  is 
just  an  amusing  pastime.  If  anything,  it  gets  our  minds  off  the  real  problems 
of  economics.  These  problems  center  around  how  we  can  change  the  growth  rate 
and  how  we  can  get  a better  distribution  of  income  in  order  to  raise  the  level 
of  living  of  all  our  people. 

Anyway,  there  is  no  reason  for  thinking  that  economic  growth  follows  a 
compound- interest  law  of  growth.  It  is  doubtful  if  any  economic  statistics 
could  follow  such  a curve  for  long.  If  they  did  they  would  lead  to  results 
even  more  peculiar  than  Mark  Twain's  projections  of  the  length  of  the  lower 
Mississippi.  We  need  a lot  more  theoretical  and  statistical  studies  of  growth 
and  of  the  forces  that  increase  or  decrease  growth  rates.  Back  in  the  1920's, 
Pearl  and  Reed  developed  a growth  curve  which  was  supposed  to  fit  the  trend 
of  human  populations  better  than  the  compound-interest  curve,  such  as  that 
used  by  Lincoln.  But  developments  soon  after  the  1920 's  demonstrated  that 
even  the  Pearl -Reed  curve  was  not  accurate  enough  for  a long-term  projection. 
The  nature  of  actual  economic  growth  rates  is  a matter  deserving  careful  and 
thorough  study. 


Conclusion 


St.  Augustine  said,  "The  good  Christian  should  beware  of  mathematicians 
and  all  those  who  make  empty  prophecies."  I suppose  he  had  in  mind  the  many 
numerologists  of  his  day.  One  of  their  favorite  occupations  was  prophesying 
the  date  when  the  world  would  come  to  an  end.  This,  like  all  other  fatalistic 
projections,  is  an  "empty  prophecy",  as  St.  Augustine  called  it.  It  is  a 
prophecy  that  is  empty  of  scientific  fact  and  empty  of  useful  purpose. 

Our  present-day  economic  projections  are  certainly  not  based  upon  the 
metaphysical  hocus-pocus  that  was  used  by  the  ancient  numerologists . Rather, 
they  are  based  upon  thorough  studies  of  past  trends  and  economic  relationships. 
Still,  these  projections  will  be  rather  empty  if  they  are  simply  mechanical 
projections  of  past  trends. 

The  aim  of  economic  projections  should  be  to  help  the  public  decide  what 
economic  policies  and  programs  it  wants . This  calls  for  much  more  than  a 
single  mechanical  projection  of  trends.  It  requires  a set  of  alternative 
projections,  together  with  a detailed  description  of  the  policies  and  programs 
that  would  be  required  to  reach  each  of  them.  If  the  mathematician  and  econ- 
omist can  do  a competent,  scientific  job  of  outlining  the  alternatives,  we 
can  count  on  the  good,  old  democratic  process  to  decide  what  programs  and 
policies  to  adopt. 
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The  rapidly  changing  social,  political,  technical  and  economic  structure 
of  agriculture  requires  a continuing  reappraisal  of  farm  policies.  The  prin- 
cipal purpose  in  this  paper  is  to  project  to  1967  the  implications  of  selected 
programs  for  feed  grains  and  wheat  ranging  from  unrestricted  production  to 
mandatory  controls.  Our  intent  is  to  provide  background  data  for  policy 
formation  more  nearly  consistent  with  the  diverse  goals,  values  and  judgments 
of  those  concerned  with  agricultural  programs.  Feed  grains  and  wheat  are  ex- 
amined jointly  because  of  the  substitutability  of  these  commodities  in  certain 
markets . 

We  first  present  data  on  the  broad  economic  structure  of  agriculture, 
with  emphasis  on  certain  variables  considered  to  be  critical  in  determining 
what,  if  any,  remedial  price  and  income  support  measures  are  necessary. 

The  first  sections  establish  a perspective  for  the  principal  section  on 
the  implications  of  11  potential  farm  programs  for  feed  grains  and  wheat.  The 
11  commodity  programs  pertain  to  the  short-run  problem  of  overproduction  and 
depressed  farm  income.  The  data  do  not  relate  to  the  long-term  problem  of  re- 
source adjustment.  The  results  are  for  the  U.  S.  and  do  not  include  data  for 
individual  regions.  Considerably  more  detail  on  prices,  yield,  production, 
grain  supply  balance,  etc.,  can  be  found  in  the  larger  study,  from  which  many 
of  the  data  in  this  study  were  taken.  3/ 

The  Current  Farm  Income  Position 

Per  capita  personal  farm  income  from  all  sources  averaged  $1,436  in  1962, 
the  highest  on  record.  This  income  was  59  percent  of  the  $2,445  per  capita 
personal  income  of  the  nonfarm  population.  Farm  income  as  a percent  of  non- 
farm income  was  the  highest  since  1951. 
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These  data  hide  important  income  differences  by  size  of  farm,  which  un- 
fortunately are  available  only  for  census  years.  Total  net  cash  income  from 
all  sources  on  farms  with  gross  sales  over  $10,000  in  1959  averaged  $8,614.  4/ 
This  "net"  income  is  evidence  that  many  farm  units  with  sizeable  resource  in- 
puts and  sales  volumes  are  doing  well  financially.  If  we  add  certain  noncash 
items,  including  nonmoney  income  from  food  and  housing,  the  average  net  in- 
come of  these  large  farms  is  $9,960.  But  if  we  subtract  the  average  (noncash) 
cost  $4,654  of  owned  production  resources,  the  return  to  family  labor  is  only 
$5,306.  f>/  With  an  estimated  1.2  family  workers  per  farm,  the  average  income 
per  worker  in  the  large  farm  category  is  $4,422.  This  income  is  less  than 
the  $4,590  average  income  of  employed  factory  workers  in  1959. 

Two-thirds  of  all  commercial  farms  fell  in  sales  categories  below 
$10,000.  Even  before  deducting  for  owned  capital,  the  average  earnings  of 
these  farms  for  each  sales  volume  class  was  in  all  cases  less  than  the  average 
income  of  employed  factory  workers.  6/  These  data  suggest  that  farm  income 
has  lagged  in  relation  to  nonfarm  income  even  in  a year  of  substantial  public 
outlays  for  support  of  farm  prices  and  income. 

Economic  Structure  in  Agriculture 

Three  important  structural  quantities  or  variables  play  a significant 
role  in  determining  farm  income  and  the  "need"  for  Government  involvement  in 
agriculture:  (a)  the  magnitude  of  excess  production  capacity  in  agriculture, 

(b)  the  elasticity  of  aggregate  demand  and,  (c)  the  elasticity  of  aggregate 
supply  of  farm  products. 

Due  to  productivity  rising  faster  than  demand,  excess  capacity  or  excess 
supply  at  socially  acceptable  prices  (measured  as  the  net  removals  by  the  gov- 
ernment of  farm  commodities  from  price-setting  markets)  rose  to  9-11  percent 
of  total  agricultural  output  in  crop  years,  1957-59,  and  dropped  to  7 percent 
in  1960  and  1961.  ]_/  The  tendency  for  excess  capacity  to  decline  since  1959 
reflects  a rapid  expansion  in  utilization  rather  than  a diminution  in  produc- 
tivity rates. 


4/  C.  Kyle  Randall  and  Robert  H.  Masucci,  "Farm  and  Nonfarm  Income  Com- 
parisons," Journal  of  Farm  Economics,  45:359“366,  1963. 

5/  A 5 percent  interest  rate  was  charged  on  owned  capital.  Asset  data 
from  U.  S.  Census. 

6/  Net  cash  income  before  subtracting  the  "cost"  of  owned  capital  was 
$3,732  for  the  $5 , 000-$9 , 999  sales  volume  group,  $3,365  for  the  $2,500- 
$4,999  sales  volume  group  and  $963  for  the  $50-$2,499  sales  volume  group. 

The  cost  of  owned  capital  reflects  to  some  extent  the  tendency  for  farm  pro- 
gram benefits  to  inflate  land  values. 

]_/  Fred  Tyner  and  Luther  Tweeten,  Aggregate  Excess  Capacity  in  U.  S. 
Agriculture,  (Mimeo),  Department  of  Agricultural  Economics,  Oklahoma  State 
University,  Stillwater,  1963.  Net  removals  by  the  Government  include  poten- 
tial production  on  acres  diverted  by  feed  grain  and  other  control  programs  as 
well  as  export  and  storage  programs. 
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The  forces  of  education  and  research,  which  shift  supply  to  the  right 
more  rapidly  than  demand,  would  not  result  in  income  problems  if  demand  for 
farm  products  were  elastic  rather  than  inelastic.  With  elastic  demand,  farm 
income  would  expand,  not  contract,  in  response  to  output  expansion.  Econo- 
metric studies  estimate  a price  elasticity  of  demand  for  food  in  aggregate 
ranging  from  -.1  to  -.3.  This  concept  means  that  for  each  1 percent  increase 
in  aggregate  output,  other  things  equal,  prices  received  by  farmers  decrease 
from  3 to  10  percent.  The  implications  for  farm  prices  of  these  low  elasticity 
estimates  have  often  been  emphasized  and  need  not  again  be  discussed  in  de- 
tail. The  implications  for  gross  income,  GI,  and  net  income,  NI,  are  not  so 
well  established.  Given  the  demand  elasticity,  E,  the  elasticity  of  gross  in- 
come with  respect  to  output  is  1 + ^ and  of  net  income  with  respect  to  output 
is  (1  + g) . The  latter  formula  applies  only  in  the  short-run,  before  re- 
sources and  costs  adjust  downward  to  lower  commodity  prices.  Assuming  that  E 
is  as  high  as  -.25,  and  using  approximate  current  estimates  of  GI  = $40  bil- 
lion and  NI  = $13  billion,  then  each  1 percent  autonomous  increase  in  output 
depresses  gross  income  3 percent  and  net  income  9 percent.  Some  crude  aggre- 
gate calculations  show  the  severe  income  repercussion  from  releasing  to  the 
market  the  7 percent  excess  capacity  currently  diverted  by  Government  pro- 
grams. Again  using  a demand  elasticity  of  -.25,  the  release  of  annually  di- 
verted production  into  markets  would  depress  farm  prices  23  percent,  gross 
income  21  percent  and  net  income  over  60  percent. 


A rapid  increase  in  supply  relative  to  demand  would  not  cause  extended 
economic  problems  for  agriculture  if  commodity  supply  were  highly  elastic. 

Even  with  an  inelastic  demand,  low  prices  and  incomes  resulting  from  output 
expansion  would  quickly  "remove"  excess  resources  if  supply  elasticity  were 
higher.  While  income  after  adjustments  might  remain  lower  than  before  the 
initial  shift  in  supply,  resource  returns  per  unit  would  quickly  recover  to  a 
parity  with  returns  in  other  sectors. 

The  elasticity  of  aggregate  supply  of  farm  products  has  been  estimated  to 
be  .1  in  2 years,  .15  in  4 years  and  .6  in  20  years.  3/  Based  on  these  esti- 
mates, agriculture  has  limited  capacity  to  adjust  to  autonomous  increases  in 
production  without  experiencing  extended  periods  of  depressed  returns. 

The  above  3 structural  conditions  are  interrelated.  Excess  capacity,  as 
defined,  would  not  persist  if  demand  and/or  supply  were  highly  elastic.  A 
highly  inelastic  demand  and  supply  would  not  necessarily  cause  price  and  in- 
come problems  if  supply  (productivity)  increased  at  the  same  or  at  a slower 
rate  than  demand. 


At  least  2 more  conditions  might  be  added  to  the  above  3 conditions.  The 
low  short-run  supply  response  to  falling  prices  in  agriculture  reflects  the 
imperfect  nature  of  input  markets.  The  income  problem  in  agriculture  can  be 
discussed  in  terms  of  a resource  dichotomy.  In  the  first  resource  category 
are  highly  productive,  profitable  and  available  resources.  These  "stream- 
lined" technologically  improved  inputs  such  as  fertilizers  and  pesticides  are 
introduced  at  a rapid  rate  and  can  remain  profitable  despite  falling  commodity 
prices.  In  the  second  category  are  the  less  productive  and  often  unprofitable 


3/  Luther  Tweeten  and  Earl  Heady,  Resource  Demand  and  Structure  of  the 
Agricultural  Industry,  Iowa  State  University  Press,  Ames,  1963. 
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conventional  resources  such  as  land  and  labor.  While  the  burden  of  resource 
outmovement  necessary  to  equilibrate  earnings  between  sectors  falls  on  them, 
these  "horse-and-buggy"  resources  respond  slowly  to  economic  stimuli.  The  re- 
source dichotomy  perpetuates  the  income  and  resource  return  problems  in  agri- 
culture. 

Finally,  lack  of  bargaining  power  in  agriculture  conceivably  might  be 
cited  as  a source  of  farm  income  and  resource  return  problems.  Exercise  of 
monopolistic  pricing  and  output  control  conceivably  could  raise  farm  incomes 
with  the  given  productive  capacity  and  low  supply  and  demand  elasticities. 

The  structure  of  agriculture  discussed  above  determines  the  income  posi- 
tion of  agriculture.  Altering  the  basic  structure  (supply  and  demand  parame- 
ters) may  be  constructive,  but  alterations  to  give  higher  farm  incomes  can, 
perhaps,  only  be  accomplished  in  the  long  run.  In  the  following  section,  we 
discuss  short-run  measures  affecting  prices  and  incomes  in  agriculture. 

The  implications  of  a selected  set  of  programs  are  projected  from  1964  to 
1967.  Underlying  assumptions  are  that  the  national  population  will  grow 
1.75  percent  per  year  and  per  capita  real  income  will  rise  slightly  less  than 
2 percent  per  year.  Also,  we  assume  no  marked  changes  in  market  structure  due 
to  war,  or  to  market  activities  of  Iron  Curtain,  Common  Market,  and  other 
countries.  Productivity  increases  will  continue  under  all  programs.  Programs 
for  dairy,  wool,  cotton,  rice,  education,  grading,  research,  etc.,  are  assumed 
to  remain  basically  unchanged,  with  costs  and  other  characteristics  similar  to 
those  in  1962. 

Production  of  feed  grains  and  wheat  is  basically  uncontrolled  in  the 
first  set  of  programs.  However,  storage  operations,  export  subsidies  and  de- 
mand expansion  programs  (e.g.,  school  lunch)  prevent  the  severe  fall  in  prices 
depicted  earlier  for  a completely  "free  market."  The  first  set  of  programs  in 
subsequent  pages  are  termed  unrestricted  production  although  again  we  empha- 
size that  the  Government  is  still  involved  in  supporting  demand  through  ex- 
port, stock  and  welfare  programs.  The  second  set  of  direct  payment  programs 
employ  either  (a)  payments  without  production  controls  or  (b)  compensatory 
payments  for  restricting  production. 

Up  to  00  million  acres  are  withdrawn  from  crop  production  under  the  third 
set  or  Conservation  Reserve  programs.  Other  production  controls  on  feed 
grains  and  wheat  are  removed  from  1964  to  1967  under  these  CR  programs. 

Mandatory  control  programs,  limiting  production  or  marketing  across-the- 
board  are  the  fourth  set  of  programs  considered.  The  description  of  each 
variant  of  the  above  four  general  classifications  is  given  below.  Each  pro- 
gram is  in  effect  from  1964-1967. 

Uncontrolled  production  (U) 

U]_:  Production  controls  and  price  supports  on  feed  grains  and  wheat  re- 

moved from  1964  to  1967,  Conservation  Reserve  contracts  allowed  to 
expire  as  they  mature,  Government  storage  of  excess  production  that 
could  only  be  absorbed  by  expanding  livestock  units  at  very  low 
prices,  wheat  exports  maintained  at  600  million  bushels  by  grants, 
barter  and  foreign  currency  sales.  A supply  response  to  lower 
prices  allows  a small  restraint  on  output. 
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U2 : Same  as  U^,  but  with  Government  export  subsidies  terminated. 

U3:  Same  as  U^,  but  all  Conservation  Reserve  acreage  returned  to  produc- 
tion in  1964. 


Direct  payments  (D) 


D-^:  The  same  program  as  under  U-j , but  with  direct  grants  to  farmers  giv- 

ing them  the  same  per  capita  income  as  estimated  for  1963  (see  D2) 
based  on  an  annual  2 percent  outmigration  of  the  farm  population. 

D2:  The  1963-type  compensatory  payment  program  for  feed  grains  and 

wheat,  featuring  payments  to  farmers  for  cutting  production,  with 
land  in  Conservation  Reserve  returning  to  production  as  current  con- 
tracts expire.  Since  this  program  was  already  established  for  1963 
when  this  report  was  researched,  the  implications  of  only  D2  were 
computed  for  1963;  other  programs  begin  in  1964, 

D^:  The  same  program  as  D2,  but  acreage  diversion  relaxed  to  allow  main- 

tenance of  prices  no  higher  than  the  1962  level  after  CCC  stocks  are 
depleted,  and  26  million  acres  continued  in  the  Conservation  Re- 
serve. D2  and  D3  are  the  same  in  1963. 

Conservation  Reserve  (C) 


C^:  Conservation  Reserve  increased  to  33  million  acres,  balancing  pro- 

duction and  utilization  of  feed  grains  and  wheat  with  a constant 
CCC  stock  inventory,  acreage  diversion  other  than  Conservation  Re- 
serve dropped  in  1964,  exports  subsidized.  Without  a special  wheat 
program,  the  wheat  price  is  assumed  to  fall  to  $1.13  per  bushel  in 
1964  but  other  commodity  prices  remain  at  the  1962  level. 

C2*.  Same  as  C^,  but  Conservation  Reserve  increased  gradually  to  55  mil- 
lion acres. 

C3:  Same  as  C3,  but  Conservation  Reserve  increased  gradually  to  80  mil- 

lion acres. 

Mandatory  controls  (M) 

M].:  Feed  grain  and  wheat  acreage  reduced  10  percent  below  uncontrolled 

production  level  by  across-the-board,  mandatory  measures.  Conserva- 
tion Reserve  contracts  phased  out.  Marketings  are  regulated  to 
maintain  1963  prices,  except  for  the  wheat  price  which  falls  to 
$1.13  per  bushel  in  1964.  The  difference  between  production  and 
utilization  at  the  above  prices  is  filled  from  excess  Commodity 
Credit  Corporation  stocks. 

M2:  Feed  grain  and  wheat  acreage  reduced  20  percent;  other  conditions  as 

in  M]..  After  CCC  stocks  are  reduced,  prices  and  farm  incomes  rise. 

Total  net  farm  income 


The  projected  U.  S.  net  farm  income  for  the  above  programs  is  given  in 
Table  1.  Estimates  are  for  1964-67,  except  for  the  diversionary  program  D2 


Table  1.  Projected  U.  S.  Net  Farm  Income  for  11  Program  Alternatives. 


Program  Alternative 

1963a 

1964 

1965 

1966 

1967 

-Billion  Dollars 

- 

U1 

9.7 

9.2 

3.6 

7.6 

u2 

-- 

9.7 

9.2 

8.6 

7.6 

u3 

-- 

9.4 

9.0 

3.5 

7.5 

D1 

12.7 

12.5 

12.2 

12.0 

d2 

13.3 

13.1 

13.6 

13.3 

13.3 

d3 

13.3 

13.2 

13.6 

12.3 

12.3 

C1 

11.7 

11.8 

11.3 

11.9 

c2 

-- 

12.0 

12.3 

12.4 

12.7 

c3 

-- 

12.2 

12.7 

12.7 

15.6 

M]. 

__ 

11.6 

11.9 

11.5 

11.5 

m2 

11.17 

12.0 

13.0 

14.6 

aPrograms  other  than  D2  and  D3  are  assumed  to  begin  in  1964. 


(or  D3)  which  was  already  established  for  feed  grain  and  wheat  when  the  esti- 
mates in  the  table  were  made.  Estimated  total  net  farm  income  for  1963, 

$13.3  billion  under  D2,  reflects  a sizeable  Government  "investment"  in  price 
supports  and  production  controls  that  year.  Removing  Government  controls  and 
price  supports  under  unrestricted  production  alternatives  (U)  leads  to  an  in- 
come decline  of  about  $5.7  billion  by  1967--about  40  percent  below  the  esti- 
mated 1963  income.  Our  projections  extend  only  to  1967,  but  the  tendency  of 
lower  prices  to  restrain  production  by  1967  suggests  that  income  woulcbinot 
drop  much  further  in  subsequent  years.  Income  is  slightly  lower  under  U3  than 
under  and  U2  because  termination  of  Conservation  Reserve  contracts  not^nly 
increases  output  and  depresses  prices  (due  to  the  inelastic  commodity  demand), 
but  also  removes  Conservation  Reserve  payments  as  a source  of  farm  income. 

The  direct  payment  program,  D]_,  would  maintain  per  capita  net  farm  in- 
come through  direct  grants  to  farmers.  Because  farm  numbers  and  population 
decline,  total  net  income  declines  while  per  capita  income  is  being  main- 
tained. The  estimates  are  corrected  for  the  effect  of  inflation  on  input 
prices  and  farm  costs.  The  1963  compensatory  payment  program,  D2,  maintains 
farm  income  at  slightly  over  $13  billion  annually  over  the  entire  period. 
Program  D3,  designed  to  sustain  1963  prices,  maintains  income  until  1965, 
then  begins  to  fall  because  relaxed  acreage  restrictions  mean  lower  payments 
to  farmers  for  diverting  land  from  production. 

Under  the  Conservation  Reserve  program  C^,  farm  income  declines 
$1.4  billion  or  10  percent  by  1967  because  the  wheat  price  is  allowed  to  fall 
to  $1.13  per  bushel  (other  prices  are  maintained  at  1963  levels).  Also,  Con- 
servation Reserve  payments  add  less  to  farm  income  than  diversion  payments 
under  D2  because  C^  requires  fewer  payments  than  D2  to  maintain  farm  prices  at 
a given  level.  The  Conservation  Reserve  program,  C2,  would  deplete  feed  grain 
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and  wheat  stocks  and  hold  prices  and  net  farm  income  quite  stable.  The 
00  million  acres  diverted  under  C3  not  only  would  eliminate  excess  grain 
stocks,  but  also  would  cause  prices  and  net  farm  income  to  rise  over  the 
period  1964-67. 

Reduced  production  under  the  mandatory  program,  M^,  would  maintain  1963 
prices  (except  wheat)  and  gross  farm  receipts  from  crops  and  livestock,  but 
net  income  would  decline  due  to  substantial  decline  in  Government  payments 
after  1963.  But  the  20  percent  reduction  in  farm  production  under  M2  would 
quickly  deplete  excess  stocks  and  drive  prices  and  farm  income  above  the  1963 
level.  Continuation  of  Mj.  or  M2  after  1967  would  bring  higher  farm  commodity 
prices  and  incomes. 

U.  S.  Government  costs  of  all  food  and 

agriculture  programs 


Government  costs  in  Table  2 include  not  only  outlays  for  feed  grain  and 
wheat  programs,  but  also  approximately  $4.5  billion  of  "fixed  costs"  for  to- 
bacco, cotton,  rice,  wool,  dairy,  education,  research  and  other  programs.  The 
cost  of  commodity  acquisitions,  storage,  export  programs,  etc.,  under  for 
grains  only  ranges  from  $1.2  to  $1.3  billion,  not  the  $5.7  to  $5.8  billion  in- 
dicated in  Table  2.  If  all  costs  for  feed  grain  and  wheat  programs  were  elimi- 
nated, the  Government  cost  of  all  programs  for  agriculture  would  not  be  halved. 

The  results  in  Table  2 reflect  certain  general  "laws"  of  U.  S.  Treasury 
expense  for  farm  programs.  Unrestricted  production  (U)  and  mandatory  control 
(M)  programs  entail  the  lowest  Government  cost;  voluntary  programs  (D)  and  (C) 
entail  the  highest  Government  cost.  Programs  M^  and  M2  permit  savings  through 
CCC  stock  sales,  hence,  cost  taxpayers  less  than  programs  U^,U2  and  U3.  (The 
administrative  expense  of  mandatory  programs  is  higher,  however.) 

Government  costs  decline  from  the  1963  level  (see  D2  and  D3)  under  all  of 
the  unrestricted  production  programs  in  1964.  These  are  not  pure  "free  market 
programs,"  since  they  assume  Government  storage  and  loan  programs  to  "keep  the 
bottom  from  dropping  out"  of  farm  prices.  Hence,  stocks  increase  under  all  U 
programs  even  with  declining  prices.  Consequently,  Governmemt  costs  eventually 
work  upwards  from  the  projected  low  level  of  1964.  Government  costs  under  the 
mandatory  control  or  M programs  decline  and  stay  near  the  1964  low.  The  bulk 
of  costs  in  1964-67  would  be  the  $4.5  billion  "fixed  costs"--not  costs  for  the 
mandatory  wheat  and  feed  grain  programs  mentioned  above. 

Research  indicates  that  the  Government  cost  to  raise  farm  income  a given 
amount  above  free  market  levels  is  lower  for  the  Conservation  Reserve  programs 
than  for  the  direct,  compensatory  payment  programs,  but  is  higher  than  for  the 
mandatory  control  programs.  Government  costs  accelerate  for  any  voluntary 
control  program  as  farm  prices  are  supported  at  higher  levels,  a result 
especially  obvious  for  the  80  million  acre  Conservation  Reserve  program,  C3, 
in  1967. 

To  achieve  the  same  farm  prices,  the  Government  cost  of  (exports  sub- 
sidized) is  less  than  the  cost  of  U2  (no  export  subsidy)  or  U3  (no  Conserva- 
tion Reserve)  from  1964  to  1967.  This  result  arises  because  the  stock  accumu- 
lation program  is  less  efficient  as  a means  of  supporting  farm  income  than  the 
subsidized  export  and  Conservation  Reserve  programs.  (Efficiency  is  defined 
here  as  the  "volume"  or  constant  dollar  value  of  production  removed  from  the 
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Table  2.  Projected  Total  Government  Cost  for  11  Program  Alternatives. 


Program  Alternative 

1963 

1964 

1965 

1966 

1967 

-Billion 

Dollars- 

Ul 

__ 

5.7 

5.7 

5.8 

5.8 

U2 

— 

5.8 

5.9 

6.0 

6.1 

U3 

— 

5.8 

5.8 

5.9 

6.2 

Dl 

__ 

8.8 

9.1 

9.5 

10.3 

d2 

7.1 

6.9 

6.9 

7.1 

7.3 

D3 

7.1 

6.9 

6.9 

6.8 

6.9 

Cl 

__ 

6.1 

6.1 

6.2 

6.3 

C2 

-- 

6.1 

6.1 

6.2 

6.2 

C3 

-- 

6.1 

6.2 

6.5 

7.7 

Ml 



5.5 

5.5 

5.6 

5.6 

m2 

-- 

5.1 

5.4 

5.6 

5.9 

market  per  dollar  of  Government  expenditures.)  The  Conservation  Reserve  pro- 
gram is  most  efficient  in  this  respect,  hence,  costs  are  highest  if  it  is 
eliminated,  as  in  the  U3  alternative.  The  same  conclusion  is  apparent  from 
comparing  the  direct  payment  programs,  D2  (CR  contracts  phase  out  as  they  ex- 
pire) and  D3  (CR  contracts  constant  at  26  million  acres).  Again,  the  direct 
payment  program  with  the  larger  Conservation  Reserve  is  cheaper  not  only  be- 
cause the  Conservation  Reserve  program  removed  more  production  per  dollar  of 
Government  cost,  but  also  because  a smaller  production  under  D3  permits  even- 
tual savings  in  storage  costs. 

Retail  food  and  fiber  costs 


Net  farm  income  above  free  market  levels  in  Table  1 comes  either  from 
lower  farm  expenses,  higher  Government  costs  or  higher  market  receipts  to 
farmers  for  their  products.  Despite  falling  farm  prices  and  lower  per  capita 
food  and  fiber  costs  under  unrestricted  programs  (U) , total  consumer  costs 
are  rising  slightly  because  of  the  increasing  number  of  consumers. 

It  is  apparent  from  Table  3 that  the  increased  farm  income  with  mandatory 
control  programs  (M)  tend  to  come  through  consumers,  whereas  the  farm  income 
increase  with  direct  grants,  Di,  tends  to  come  through  taxpayers. 

Voluntary  programs  emphasizing  the  Conservation  Reserve,  C\  and  C2j  or 
acreage  diversion,  D2  or  D3,  derive  higher  net  farm  income  from  consumers, 
taxpayers  and  lower  farm  production  costs.  Differences  in  consumer  food  costs 
among  these  programs  are  not  sizeable. 

Output  of  feed  grain  and  wheat 


One  measure  of  the  public  or  social  cost  of  the  above  programs  is  total 
output  of  feed  grain  and  wheat.  Social  cost  is  one  indication  of  the  aggre- 
gate public  welfare  gained  or  foregone  and  resource  inefficiencies  embodied 
in  a particular  program.  Under  rigid  assumptions,  the  pricing  and  output 
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Table  3.  Estimated  Total  Consumer  Retail  Food  and  Fiber  Costsa 


Program  Alternative 

1963 

1964 

1965 

1966 

1967 

-Billion  Dollars- 

Ul 



53.3 

59.1 

59.7 

59.7 

u2 

(Same  as  Uj^b 

u3 

(Same  as  U^)b 

D1 

__ 

58.8 

59.1 

59.7 

59.7 

d2 

53.9 

59.7 

61.1 

62.2 

63.5 

d3 

(Same  as  D2)b 

C1 

__ 

59.3 

60.7 

61.8 

63.1 

c2 

(Same  as  Ci)b 

c3 

-- 

59.3 

60.7 

62.2 

64.2 

Mi 

__ 

59.3 

60.7 

61.8 

63.1 

m2 

““ 

59.3 

60.7 

62.7 

65.1 

aOutlays 

increase 

each 

year 

under  all 

programs  because  of 

more  consumers , 

as  well  as  because  of 

program  effects. 

Where  are  differences 

in  costs,  but 

the 

differences  are  too  small 

for 

our  methods  to 

detect. 

For  example,  under 

Dl> 

consumer  retail 

costs  are 

slightly  lower 

than  under  any  of 

the  "U"  alternatives, 

under  free  markets  maximize  social  gain.  9/  These  assumptions  are  never  fully 
met  and  may  be  especially  violated  in  agriculture,  however.  So  the  social 
cost  concept  (especially  when  measured  by  output)  is  an  uncertain  indication 
of  the  true  social  cost.  But  because  policy  makers  may  wish  to  examine  a 
criterion  that  to  some  extent  transcends  the  more  "narrow"  goal  of  nominal 
treasury  cost,  high  farm  income  or  low  consumer  food  cost,  Table  4 is  pre- 
sented. 

The  table  indicates  that  programs  emphasizing  the  goal  of  high  farm  in- 
come tend  to  conflict  with  the  goal  of  high  output.  The  high  output  for  the 
unrestricted  production  (U)  suggests  low  social  cost.  Programs  C3  and  M2 
provide  high  farm  incomes,  but  low  total  output.  If  the  goal  is  to  maintain 
farm  income  (per  capita)  at  the  1963  level,  yet  minimize  social  cost  in  terms 
of  maximum  output,  only  one  program,  , qualifies.  However,  as  discussed 
earlier,  this  program  has  the  disadvantage  of  high  treasury  cost.  The  program 
also  engenders  a significant  income  redistribution,  which  may  or  may  not  en- 
hance social  welfare.  Of  course,  the  income  distribution  characteristic  of 
free  markets  also  has  been  the  focus  of  considerable  criticism  in  the  past. 


9/  These  assumptions  include  perfect  knowledge,  complete  mobility  of  re- 
sources, a satisfactory  initial  distribution  of  resources,  lack  of  monopoly 
and  monopsony,  absence  of  external  economies  of  scale,  etc. 
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Table  4.  Projected  Output  of  Feed  Grains  and  Wheata 


Program  Alternative 

1963 

1964 

1965 

1966 

1967 

-Million 

Tons- 

U1 

__ 

199.2 

202.0 

204.3 

207.3 

U2 

-- 

199.2 

202.0 

204.3 

207.3 

U3 

— 

207.9 

209.2 

211.4 

221.7 

D1 

199.2 

203.5 

207.4 

211.9 

d2 

172.4 

175.9 

173.4 

131.3 

184.7 

d3 

172.4 

175.9 

173.4 

187.3 

194.9 

C1 

191.6 

193.9 

194.9 

197.4 

c2 

-- 

135.2 

134.1 

184.3 

137.6 

c3 

-- 

173.7 

175.3 

174.2 

174.0 

Mi 

__ 

132.0 

135.3 

189.4 

193.2 

m2 

-- 

166.9 

170.3 

173.4 

176.8 

aA  deviation  from  the  free  market  equilibrium  output  is  an  indication  of 
the  social  cost  of  a nonoptimum  output  and  resource  allocation.  The  time 
period  in  this  study  is  too  short  for  resource  adjustments  to  a free  market 
equilibrium,  but  the  output  under  U3  would,  perhaps,  most  nearly  approximate 
the  free  market  equilibrium  in  1967. 


Selecting  a Grain  Program 

One  approach  to  choosing  an  optimum  program  is  to  select  the  program  with 
the  greatest  potential  net  social  benefit,  then  secondarily  consider  the  ques- 
tion of  how  the  benefits  should  be  distributed.  In  other  words,  we  would 
first  select  the  biggest  "pie,"  then  decide  how  the  "pieces"  are  divided. 

Given  that  resources  are  mobile  and  knowledge  is  complete,  free  markets  unen- 
cumbered by  production  and  marketing  controls  can  be  demonstrated  to  maximize 
net  social  gain  subject  to  the  initial  resource  distribution.  Because  the 
initial  distribution  of  resources  may  be  unsatisfactory,  resources  are  not 
mobile  and  information  is  not  perfect,  the  net  social  welfare  may  not,  in 
fact,  be  maximized  by  free  markets  and  a redistribution  of  the  net  social 
benefits  between  producers  and  consumers  may  be  considered  desirable.  Some  of 
the  current  policy  debate  centers  around  the  need  for  a redistribution  of  in- 
come from  taxpayers  or  consumers  to  farmers,  but  great  disagreement  exists 
over  the  means  to  be  employed.  Much  debate  is  centered  on  whether  this  re- 
distribution should  come  via  the  Government  treasury  or  over  the  food  counter. 
Given  agreement  on  a desired  redistribution  of  income,  farm  programs  can  be 
classified  by  relative  emphasis  on  getting  the  redistribution  through  the 
market  or  the  treasury. 

One  measure  of  program  efficiency,  fitting  to  this  context,  is  the  value 
of  production  removed  per  dollar  of  Government  cost.  Measured  in  these  terms, 
the  greatest  efficiency  is  offered  by  mandatory  control  programs  such  as  Mi 
and  M2.  But  because  the  mandatory  provisions  may  conflict  with  certain 
values,  it  is  also  useful  to  consider  the  efficiency  of  voluntary  control  pro- 
grams, including  the  Conservation  Reserve,  compensatory  payment  schemes, 
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commodity  storage  and  export  subsidies.  At  low  levels  of  participation,  the 
value cf  production  removed  per  treasury  dollar  by  the  Conservation  Reserve  is 
estimated  to  be  over  2.0.  As  the  program  is  expanded,  efficiency  declines  but 
may  average  as  high  as  1.3  even  at  high  levels  of  participation  based  on 
theory  and  past  research.  Voluntary  land  diversion  programs  such  as  under  the 
1961  Emergency  Feed  Grain  Program  appear  to  be  less  efficient;  the  estimated 
efficiency  of  the  program  in  1961  ranges  from  .9  to  1.2  (a  point  estimate  1.15 
was  used  in  this  study  for  programs  of  this  type).  Expansion  of  exports  above 
levels  in  normal,  recent  years  by  Government  programs  probably  would  return 
benefits  to  the  U.  S.  about  equal  to  transportation  and  other  handling  costs. 10/ 
That  is,  considering  (a)  the  opportunity  cost  in  terms  of  efficiency  of  alter- 
native forms  of  economic  aid  in  promoting  economic  development  and  (b)  bene- 
fits to  the  U.  S.  from  earned  foreign  currencies  and  other  forms  of  payment, 
the  marginal  gain  from  Government  exports  expanded  much  above  recent  levels  is 
probably  no  more  than  equal  to  the  transportation  and  handling  cost  of  these 
exports.  Thus,  the  net  cost  to  the  Government  appears  to  be  about  equal  to 
the  value  of  production  removed,  and  implies  an  efficiency  of  1.0.  However, 
in  the  future  it  is  likely  that  expansion  of  exports  through  Government  pro- 
grams to  some  selected  countries  may  be  a very  efficient  means  of  handling  ex- 
cess capacity  to  produce  in  U.  S.  agriculture. 

Purchase  of  farm  commodities  for  storage  involves,  by  accounting  identity, 
Government  cost  equal  to  the  value  of  production  removed--an  efficiency  of  1.0. 
A long-term  policy  to  raise  farm  incomes  by  stock  accumulation  would  be  highly 
inefficient.  The  efficiency  at  purchase  is  1.0  but  for  each  year  of  storage. 
Government  cost  rises.  Hence,  if  1 bushel  of  corn  is  purchased  for  $1.07  and 
stored  for  1 year  at  $.20  per  bushel,  the  efficiency  declines  from 
$1.07/$1.07  = 1.0  at  purchase  to  $1.07/$1.27  = .04  after  1 year.  Further 
storage  cost  would  lower  efficiency  until  after  about  5 years,  efficiency 
would  be  0.  These  conclusions  apply  to  feed  grain  and  wheat  stocks  above  the 
45  to  60  million  tons  justified  for  high-value  emergency  needs.  Since  a stor- 
age program  to  raise  prices  would  defeat  the  intended  purpose  if  stocks  were 
later  marketed,  there  would  be  no  expected  resale  value.  The  conclusion  is 
that  to  keep  program  efficiency  high,  excess  supplies  should  be  destroyed  in 
the  field  rather  than  stored  under  the  circumstances  stated  above. 

To  summarize,  the  marginal  efficiency  (value  of  production  removed  per 
Government  dollar  for  programs  expanded  above  current  levels)  of  voluntary 
programs  to  raise  farm  income,  ranked  from  highest  to  lowest  appears  to  be: 
Conservation  Reserve,  voluntary  diversion  programs  of  the  1961-63  type  for 
feed  grains,  direct  payments  without  production  controls,  export  expansion  in 
nondollar  markets  and  finally  stock  accumulation.  However,  new  findings,  par- 
ticularly stemming  from  research  on  long-run  market  building  benefits  of  ex- 
ports to  nondollar  markets  could  upset  this  ranking. 

Summary  and  Conclusions 

We  leave  to  farmers,  consumers  and  taxpayers  as  voters  and  market  par- 
ticipants the  responsibility  for  answering  the  question,  "Which  program  is 
best?"  The  answer  depends  on  which  group  is  answering,  the  criteria  for 


10/  1963  is  not  considered  a normal  year  for  exports.  A "normal"  year 

might  be  defined  as  17  million  tons  of  feed  grain  exports,  600-700  million 
bushels  of  wheat  exports. 
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judgment,  and  the  weights  placed  on  each  criterion.  If  the  objective  is  to 
minimize  consumer  food  bills,  the  answer  might  be  unrestricted  farm  production 
or  direct  payments  to  farmers.  If  the  goal  is  low  U.  S.  Treasury  cost,  the 
answer  is  free  markets  or  mandatory  controls.  If  the  goal  is  minimum  farm 
"cost,"  defined  as  least  economic  pressures  for  resource  adjustments  to  non- 
farm employment  (highest  net  farm  income),  the  optimum  program  is  not  free 
markets.  But  free  markets  might  be  highly  desirable  to  persons  wishing  to 
minimize  administrative  inefficiency. 

Another  desirable  feature  is  the  freedom  of  individual  action  permitted 
by  the  program.  Absence  of  controls  and  price  supports  would  give  farmers 
freedom  to  produce  commodities  and  combine  resources  as  they  choose,  but  might 
conflict  with  the  freedom  of  opportunity  to  enjoy  a satisfactory  living  stand- 
ard, or  remain  in  one's  chosen  vocation.  The  conflict  of  freedom  with  other 
goals  also  is  apparent.  Many  wish  to  preserve  the  family  farm,  yet  the  stress 
of  low  family  income  with  free  markets  might  create  pressure  for  an  alternative 
economic  organization.  A direct  payment  plan  might  be  used  to  allow  freedom 
in  making  production  and  marketing  decisions,  yet  provide  a "socially  accept- 
able" income.  But  the  subsidy  can  be  interpreted  as  a conflict  with  the  goal 
of  commutative  justice  since  farmers  would  be  earning  more  than  their  marginal 
contribution  to  the  national  product.  It  also  would  conflict  with  the  enter- 
prise creed  which  states  that  (a)  the  individual  or  his  family  is  responsible 
for  his  economic  security  and  (b)  a primary  function  of  the  Government  is  to 
prevent  the  imprudent  from  pressuring  the  Government  or  business  into  sharing 
his  economic  responsibilities.  11/ 

These  comments  and  conclusions  illustrate  that  there  is  no  one  "best" 
program  that  satisfies  all  criteria  for  all  groups.  There  are  obvious  con- 
flicts which  must  be  resolved  for  useful  and  constructive  policy  formulation. 
While  there  are  more  than  enough  emotional  issues  to  fuel  violent  debate,  this 
will  not  be  the  optimum  environment  for  successful  policy  formulation. 


11/  Brewster,  John  M. , "Society  Values  and  Goals,"  p.  119  in  Goals  and 
Values  in  Agricultural  Policy,  Iowa  State  Center  for  Agricultural  and 
Economic  Adjustment,  Iowa  State  University  Press,  Ames,  1961. 
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WORLD  MARKETS  FOR  AMERICAN  AGRICULTURE 

American  agriculture  is  playing  an  expanding  role  in  the  inter- 
national economy,  and  world  markets  are  of  increasing  importance  to 
American  agriculture.  Never  before  have  international  affairs  and  agri- 
cultural problems  been  more  closely  entwined. 

I have  spent  the  past  week  in  Europe  --in  Amsterdam,  Paris,  and 
Rome,  in  an  intensive  effort  to  represent  the  best  interests  of  U.S. 
agriculture  and  the  American  economy  in  discussions  that  are  taking  place 
in  these  critical  weeks  of  decision  — that  could  affect  the  future  course 
of  expanding  trade  and  higher  standards  of  living  in  the  free  world.  Our 
representatives  have  been  representing  these  same  interests  in  discussions 
looking  forward  to  next  spring's  GATT  negotiations. 

I therefore  welcome  this  opportunity  to  discuss  with  you  the 
place  of  American  agriculture  in  world  affairs,  and  particularly  to 
emphasize  the  importance  of  the  principles  for  which  the  United  States 
is  now  taking  a firm  stand.  It  is  of  utmost  importance  that  the  American 
people  understand  the  importance  of  these  principles  — that  they  realize 
how  much  is  at  stake,  both  for  growth  of  the  U.S.  economy  and  for  economic 
progress  in  the  rest  of  the  world,  in  the  international  implementation 
of  these  principles. 

The  expanding  role  of  agriculture  in  the  U.S.  economy  is  high- 
lighted by  facts  and  figures  you  have  already  had  set  before  you  in  this 
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Outlook  Conference.  A recapitulation  of  a few  of  these  figures  and 
projections  is  in  order. 

U.  S.  agricultural  exports  have  risen  rapidly  over  the  last  few 
years.  Averaging  less  than  $4  billion  annually  in  the  late  50' s,  they 
have  been  over  $5  billion  annually  thus  far  in  the  60's,  and  are  projected 
to  pass  the  $6  billion  level  in  the  late  60's.  In  fact,  they  may  even 
approximate  that  $6  billion  in  the  current  year,  depending  on  the  extent 
to  which  U.S.  trade  meets  the  especially  high  demand  resulting  from  this 
year's  unusually  bad  weather  conditions  in  the  Soviet  Bloc  nations.  U.  S. 
farm  exports  now  exceed  those  of  Canada,  Australia  and  Argentina  combined. 

U.  S.  agricultural  exports  have  risen  not  only  quantitatively, 
but  also  proportionately.  Historically,  our  farm  exports  have  represented 
a declining  share  oi  our  total  exports,  but  this  trend  has  recently  been 
reversed.  We  have  been  working  hard  to  expand  our  agricultural  markets, 
and,  as  you  have  already  heard  in  previous  Outlook  papers,  farm  exports 
are  now  expanding  much  more  rapidly  than  other  exports.  The  agricultural 
share  of  total  exports  was  18  percent  in  1953;  while  in  1962  it  represented 
2h  percent  of  total  exports. 

Agriculture's  share  of  total  U.S.  exports  can  and  should  in- 
crease still  further:  first,  because  of  our  efficiency  in  production; 
second,  because  of  the  world's  needs;  and  third,  because  in  the  long  run 
economic  progress  and  higher  standards  in  the  importing  countries  — and 
I speak  now  particularly  of  the  highly  developed  industrial  nations  of 
Western  Europe  --  will  depend  on  their  granting  of  access  to  their  markets 
of  agricultural  imports  from  countries  that  have  a greater  comparative 
advantage  in  production. 
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I believe  this  principle  of  the  economic  advantages  of  expanding 
international  trade  is  generally  recognized  by  the  importing  countries. 

But  they  — like  we  — have  problems  of  supporting  incomes  of  their  farmers. 
The  European  Economic  Community  is  now  trying  to  develop  a Common  Agricul- 
tural Policy  that  will  meet  the  various  domestic  political  problems  of  the 
respective  countries  and  still  further  the  goal  of  a closer  knit  community. 
The  direction  this  CAP  may  take  is  of  critical  importance  to  the  outlook 
for  American  agricultural  exports.  There  are  danger  signs.  Some  proposals 
now  under  active  consideration  in  the  EEC  would,  according  to  best  estimates 
from  information  now  available,  seriously  curtail  our  markets,  and  would 
mean  the  establishment  of  new,  highly  protective  barriers  in  Western  Europe. 

The  United  States  does  not  presume  to  interfere  with  domestic 
farm  programs  of  the  EEC  nations.  We  do,  however,  seek  to  remind  them 
of  their  international  obligations.  We  do  remind  them  that  one  year  ago 
the  agriculture  members  of  the  OECD  agreed  at  Paris  on  the  following: 

"The  solution  of  domestic  agricultural  problems  should 
not  jeopardize  international  trade  in  agricultural  pro- 
ducts. To  this  end,  member  countries  and  groups  of 
member  countries  should  formulate  their  agricultural 
policies  in  the  light  of  international  trade  responsi- 
bilities as  well  as  of  domestic  considerations. 

"In  view  of  the  necessity  for  agricultural  producing 
nations  to  remain  acutely  aware  of  their  international 
responsibilities  in  the  trade  field,  they  should  avoid 
stimulating  uneconomic  production  which  jeopardize  the 
development  of  international  agricultural  trade." 

Whatever  domestic  agricultural  programs  they  may  choose,  we  do 
intend  to  press  for  continued  fair,  competitive  access  to  their  markets 
for  our  proportionate  share.  We  do  intend  to  emphasize  to  our  free  world 
partners  and  our  NATO  allies  that  our  ability  to  continue  to  make  our  very 
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substantial  contributions  to  that  partnership  and  that  alliance  — con- 
tributions that  began  with  the  Marshall  Plan  and  that  include  Food  for 
Peace  and  other  assistance  all  over  the  free  world  — our  ability  to  con- 
tinue these  contributions  depends  on  their  willingness  to  assure  us  access 
to  their  markets  in  order  that  we  can  achieve  a balance  of  payments  position 
that  make  such  contributions  possible. 

We  do  intend  to  press  for  these  principles  of  access  to  markets 
and  expanding  trade  in  agricultural  products  in  all  of  the  forums  and 
negotiations  in  which  we  participate.  We  do  intend  to  point  out  that, 
with  the  kind  of  trading  arrangements  we  envisage  as  rational  developments 
in  today's  world,  trade  and  aid  can  be  teamed  up  to  promote  economic  growth 
in  both  the  so-called  "developed"  as  well  as  the  developing  nations,  to 
the  end  that  we  can  make  a reality  of  the  promise  of  abundance  that 
today's  science  and  technology  make  possible. 

We  hope,  and  will  continue  to  work,  for  conditions  that  will 
enable  us  to  expand  our  exports  of  farm  products.  Meanwhile  let  us  look 
at  what  effects  this  year's  (fiscal  1963-64)  record  exports  can  be  expected 
to  have  on  A&erican  agriculture. 

Wheat  exports  in  1963-64  are  currently  estimated  at  one  billion 
bushels,  assuming  prospective  sales  of  about  200  million  bushels  to  the 
Soviet  Bloc.  This  would  be  about  350  million  bushels  more  than  was  ex- 
ported last  year.  These  larger  wheat  exports  and  a slightly  smaller  wheat 
crop  this  year  will  permit  us  to  reduce  our  large  carryover  stocks  by  about 
450  million  bushels.  But  we  still  will  have  between  700-800  million  bushels 
on  hand  next  June  30.  Carryover  stocks  will  be  100-200  million  bushels 
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more  than  the  amount  we  need  to  carry  for  stabilization  and  security  re- 
serves. We  will  have  ample  stocks  of  wheat  and  feed  grains  on  hand. 

Substantial  savings  in  government  costs  will  take  place  if 
wheat  stocks  decrease  by  the  expected  450  million  bushels.  Government 
costs  for  storage,  interest,  transportation,  and  moving  wheat  into  and 
out  of  storage  have  amounted  to  about  25  cents  a bushel  a year.  On  the 
average,  wheat  taken  over  under  government  programs  has  been  held  about 
five  years.  Thus,  total  government  costs  for  each  bushel  taken  over  have 
averaged  around  $1.25  a bushel.  Therefore,  reduction  in  wheat  stocks  by 
450  million  bushels  this  year  could  mean  eventual  savings  in  government 
costs  for  storage,  transportation,  interest,  and  handling  of  $500-600 
million.  These  sales  also  mean  that  we  will  recover  most  of  the  purchase 
price  of  the  wheat  when  we  took  it  over. 

Larger  agricultural  exports  ^ill  make  an  important  contribution 
to  improvement  of  our  balance  of  payments  position.  Total  commercial 
sales  for  dollars  may  advance  to  $4.2  billion  this  fiscal  year  as  compared 
with  $3*5  billion  last  year.  Wheat,  cotton,  and  soybeans  account  for  most 
of  this  expected  rise  in  dollar  sales. 

These  record  exports,  however,  do  not  significantly  change  the 
production,  price  and  income  problems  of  American  agriculture;  and  even 
the  prospect  of  expanding  exports  c anno -4  standing  alone,  be  regarded  ^s 
the  long-term  solution  of  our  agricultural  problems. 

In  the  first  place  we  must  recognize  that  the  high  level  of 
wheat  exports  this  year  will  be  the  result  of  extremely  poor  crop  condi- 
tions not  only  in  the  USSR  and  Eastern  Europe,  but  also  in  most  of  Western 
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Europe.  Although  unfavorable  conditions  could  occur  next  year,  we  should 
base  our  plans  on  the  expectation  of  more  normal  harvests  in  the  rest  of 
the  world  and  a normal  long-run  level  of  wheat  exports. 

We  need  to  keep  in  mind  that  despite  poor  crops  in  Europe  and 
the  Soviet  Union,  world  wheat  production  in  1963  is  near  record  volume. 

We  also  need  to  recognize  that  recovery  of  wheat  production  to  previous 
levels  in  the  Soviet  Union  and  Eastern  Europe  may  occur  next  year.  In 
the  United  States,  spring  wheat  yields  per  seeded  acre  nearly  doubled 
from  the  drought  year  of  1936  to  1937*  A similar  change  is  possible  in 
the  new  lands  area  of  the  Soviet  Union  next  year.  The  Soviet  Union  has 
had  annual  exports  of  175-225  million  bushels  of  wheat  and  substantial 
amounts  of  other  grains  in  recent  years.  It  may  well  again  become  an 
important  exporter  of  grain  during  the  next  few  years. 

In  the  second  place,  we  must  note  that  the  expected  rise  in 
exports  of  wheat  is  small  compared  with  our  total  grain  production 
capacity.  This  year  we  will  harvest  about  190  million  tons  of  wheat, 
rye,  corn,  barley,  oats,  and  sorghum  grain  from  about  153  million  acres. 
If  we  export  200  million  bushels  of  wheat  to  the  Soviet  Bloc  this  would 
be  equivalent  to  the  output  from  about  7 or  8 million  acres.  But  7 or  8 
million  acres  still  is  very  small  compared  with  the  acreage  available  for 
increasing  grain  production.  We  have  about  25  million  acres  in  the  feed 
grain  program  and  also  other  acres  that  could  be  used  to  expand  grain 
production. 

The  best  information  we  have  available  indicates  that  a net 
addition  of  40  million  acres  of  cropland  would  readily  go  into  production 
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by  1967  in  absence  of  effective  land-use  adjustment  programs.  Crops 
would  again  be  harvested  from  330  million  acres  or  more,  instead  of  the 
291  million  expected  this  year. 

Finally,  in  the  third  place,  we  need  to  remember  that  crop  yields 
are  rising.  Our  agricultural  production  capacity  is  increasing.  Programs 
to  improve  farm  prices  and  incomes  and  to  achieve  an  agricultural  produc- 
tion pattern  that  is  balanced  with  market  outlets,  including  foreign  markets, 
will  be  essential  in  the  years  ahead.  This  highlights  the  crucial  importance 
of  our  vigorous  efforts  to  maintain  and  expand  our  access  to  markets  abroad. 

We  need  to  consider  foreign  markets  both  in  the  developed 
countries  and  in  the  unde rdeve loped  countries.  About  two-thirds  of  our 
agricultural  exports  go  to  developed  countries  and  about  one-third  to  the 
underdeveloped.  This  also  is  true  of  total  exports.  Less  than  2 percent 
of  our  agricultural  exports  have  gone  to  Eastern  European  countries  in 
the  last  few  years. 

It  is  important  to  note  that  our  exports  are  distributed  between 
the  developed  and  underdeveloped  countries  in  about  the  same  way  as  total 
income.  Developed  countries  outside  the  United  States  (excluding  the 
Soviet  Bloc)  account  for  about  two-thirds  of  world  income  and  the  under- 
developed for  about  one- third.  Developed  and  underdeveloped  countries 
each  import  about  $20  worth  of  all  products  for  each  $100  of  income.  They 
import  from  the  United  States  about  $1  worth  of  agricultural  products  for 
each  $100  of  income.  Economic  growth  and  income  abroad  means  larger  foreign 
markets  for  agricultural  and  industrial  products  for  the  United  States. 
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In  the  last  decade,  imports  of  agricultural  and  industrial  pro- 
ducts by  foreign  countries  have  moved  upward  at  about  the  same  rate  as 
economic  growth  and  increases  in  income  abroad.  We  believe  this  also 
will  be  true  in  the  decade  ahead. 

If  incomes  and  imports  of  foreign  countries  increase  at  1950-61 
rates,  total  agricultural  exports  of  the  United  States  would  increase  to 
$9-10  billion  dollars  by  1980  or  nearly  double  the  amounts  in  the  last 
few  years.  The  developed  countries  would  be  importing  about  55  percent 
of  the  total  and  the  underdeveloped  about  percent. 

Much  depends  upon  what  we  do  to  build  foreign  markets.  Agri- 
cultural trade  will  not  be  increased  to  the  full  extent  possible  and 
desirable  without  both  effective  foreign  market  development  programs 
and  programs  to  promote  economic  growth  in  developing  countries. 

We  need  to  recognize  that  agricultural  production  capacity  in 
developed  countries  abroad  also  is  being  increased  by  modern  technology 
at  a rate  more  rapid  than  growth  of  population  and  domestic  market  outlets. 
These  countries  face  farm  production,  price,  and  income  problems  similar 
in  many  respects  to  those  of  the  United  States.  On  the  other  hand,  agri- 
cultural production  in  the  underdeveloped  countries  is  not  increasing  as 
rapidly  as  necessary  for  accelerating  national  economic  growth.  Moreover, 
it  is  not  likely  to  do  so  for  some  years  ahead.  It  will  take  time  to  im- 
prove agricultural  technology  in  these  countries. 

Expanding  our  agricultural  trade  on  a mutually  beneficial  basis 
with  other  countries  requires  that  attention  be  given  to  the  following 
five  points: 
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1.  Development  of  domestic  agricultural  programs  that  support 
farm  prices  and  incomes  but  avoid  output  in  excess  of  quantities  that  can 
be  used.  We  recognize  that  other  countries  also  have  farm  price  and  income 
problems  when  advancing  technology  causes  farm  output  to  increase  more 
rapidly  than  market  outlets.  Countries  that  have  relied  upon  imports  to 
meet  a substantial  part  of  their  requirements  for  agricultural  products 
may  find  it  convenient  to  satisfy  a larger  part  of  their  requirements 

from  expanding  domestic  production.  Where  this  is  done  by  pursuing  pro- 
tectionist policies  for  domestic  agriculture  that  reduces  imports  from 
lower  cost  sources  abroad,  it  obviously  interferes  with  agricultural  trade 
expansion  and  the  international  specialization  in  agricultural  production 
required  for  improving  welfare  of  people  in  exporting  as  well  as  importing 
countries.  Thus  our  position  in  international  negotiations  it  that  other 
countries,  not  just  the  United  States  have  obligations  to  avoid  excessive 
agricultural  production  that  results  in  price-depressing  surpluses  in 
world  markets.  In  a common  interest  in  better  international  economic  and 
political  relationships,  they,  too,  are  obligated  to  keep  access  to  their 
markets  open  to  efficient  producers. 

2.  Encouragement  of  multilateral  trade.  Freer  trade  policies, 
not  increased  impediments  to  trade,  are  required  for  rapid  economic  growth 
of  underdeveloped  as  well  as  developed  countries.  It  is  recognized  that 
removal  of  tariff  and  other  barriers  to  trade  must  be  a gradual  process, 
in  order  that  appropriate  internal  adjustments  can  take  place,  and  that 
incomes  of  those  affected  can  be  protected.  At  the  same  time,  we  need  to 
move  ahead  with  gradual  reduction  of  tariff  and  other  barriers  to  expansion 
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of  foreign  trade.  The  Trade  Expansion  Act  of  1962  provides  a new  vehicle 
for  expanding  world  trade.  Agricultural  products  need  to  be  considered 
together  with  industrial  products.  We  have  insisted  upon  this  in  arrange- 
ments being  made  for  tariff  reduction  negotiations  that  will  get  underway 
lander  GATT  next  May  in  Geneva,  Switzerland. 

It  is  often  said  that  trade  is  a two-way  street.  Of  course,  a 
country  must  be  able  to  sell  abroad  in  order  to  buy  abroad.  But  inter- 
national trade  takes  place  on  numerous  streets.  International  trade  accounts 
are  not  balanced  on  a simple  product-for-product  or  country-by- country 
basis.  Many  nations,  in  varying  degrees,  engage  in  bilateral  trading 
arrangements.  But  it  should  be  recognized  that  bilateral  trade  is  an 
inadequate  answer  to  modern  needs.  Bilateral  trading  violates  economic 
laws  of  comparative  advantage;  it  imposes  obstacles  to  the  optimum  alloca- 
tion of  the  world's  resources.  It  prevents  the  free  determination  of  the 
real  value  of  a country's  currency.  By  limiting  competition,  it  imposes 
rigidities  upon  production  and  price  structures.  It  represents  a closed, 
rather  than  an  open,  trading  society.  Only  through  the  multilateral 
approach  can  we  meet  the  needs  of  this  mid-Twentieth  Century. 

3.  Sharing  markets  with  one  another.  Completely  free  trade 
obviously  is  not  possible  immediately  or  even  desirable.  This  is  especially 
true  in  the  case  of  agriculture  where,  in  the  absence  of  stabilization 
measures,  wide  variations  in  production  from  one  year  to  the  next  lead  to 
even  wider  variations  in  prices  for  farm  products.  Prices  of  agricultural 
products  in  international  markets  need  to  be  stabilized  to  avoid  cata- 
strophic fluctuations  in  export  earnings  that  otherwise  would  occur 
from  one  year  to  the  next  for  many  countries.  I have  suggested  that 
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national  agricultural  policies  be  harmonized,  working  through  the  medium 
of  international  commodity  agreements  such  as  those  envisaged  in  the 
setting  up  of  GATT  Cereals,  Meat,  and  Dairy  Groups.  Measures  are  especially 
needed  to  stabilize  and  gradually  improve  the  foreign  exchange  earnings  of 
the  less  developed  countries . Many  underdeveloped  countries  rely  upon  agri- 
cultural and  other  primary  products  for  J0-80  percent  of  their  export 
earnings . 


4.  Food  aid  for  accelerating  economic  growth  in  underdeveloped 
countries.  Expanding  agricultural  production  capacity  in  the  developed 
countries  can  make  essential  contributions  to  economic  growth  of  under- 
developed countries.  As  I pointed  out  earlier,  developing  countries 
find  it  difficult  to  expand  food  production  as  rapidly  as  required  to  keep 
pace  with  increased  demands  resulting  from  population  and  income  growth. 

We  have  a humanitarian  interest  in  helping  less  fortunate  people  abroad. 

But  we  also  have  an  economic  interest  in  seeing  the  less  developed  countries 
achieve  economic  growth.  It  will  enable  them  to  become  better  markets  and 
better  trading  partners.  The  developed  countries  must  make  effective  use 
of  their  growing  agricultural  abundance  to  build  a basis  for  increased 
trade  in  the  future,  in  the  great,  untapped  potential  markets  in  develop- 
ing nations. 

The  United  States  has  been  the  pioneer  in  providing  food  aid, 
and  certainly  the  experience  of  the  United  States  demonstrates  the  value 
of  aid  in  promoting  trade.  The  first  dramatic  program  of  aid  on  which 
the  United  States  embarked  was  the  Marshall  Plan.  The  nations  that  received 
assistance  under  that  program  are  now  among  our  best  customers.  Our  Food 
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for  Peace  program  has  already  resulted  in  substantial  market  gains.  Japan, 
a former  beneficiary  of  Food  for  Peace,  is  now  the  largest  single  commercial 
purchaser  of  American  farm  products.  Other  countries  like  Spain,  Israel, 
Greece  and  Formosa,  are  becoming  cash  customers. 

If  the  developed  nations  of  the  world,  those  with  surplus  pro- 
ductive capacity  that  can  be  channeled  into  aid  for  rapidly  developing 
nations,  could  fully  realize  the  extent  to  which  such  aid  could  rapidly 
be  translated  into  an  expansion  of  commercial  trade,  a coordinated  program 
could  be  developed.  Such  a program  should  include  worldwide  liberalization 
of  trade.  It  should  include  a sharing  among  all  the  prosperous,  highly 
developed  nations,  of  the  effort  to  provide  essential  aid  to  developing 
nations.  It  should  include  a recognition  of  the  need  for  those  developing 
nations  to  export  products,  in  many  instances  primary  agricultural  products, 
and  it  should  therefore  provide  for  stabilization  of  prices  and  expansion 
of  markets  for  those  products.  It  would  both  impose  obligations  and  provide 
benefits  for  developed  and  developing  nations  alike. 

5.  Accelerating  progress  in  improving  agriculture  in  under- 
developed countries.  Economic  development  in  the  less  developed  countries 
will  require  more  than  food  aid  shipments.  Food  requirements  in  less  de- 
veloped countries  resulting  from  population  and  income  growth  are  expected 
to  increase  at  a rate  around  k percent  a year.  The  bulk  of  the  food  con- 
sumed by  people  in  underdeveloped  countries  still  will  need  to  come  from 
domestic  sources.  There  is  great  need  for  finding  ways  of  increasing 
agricultural  output  and  productivity  in  the  less  developed  regions.  Without 
it,  national  economic  growth  will  be  slow  if  not  impossible.  Agriculture 
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is  the  dominant  economic  sector  in  underdeveloped  countries,  accounting  for 
60-80  percent  of  the  total  labor  force  and  for  nearly  half  of  national  in- 
come. Emphasis  on  improving  the  handling,  marketing,  and  processing  of 
food  and  fiber  also  is  important  both  in  maximizing  the  contribution  of 
domestically  produced  farm  commodities  and  in  utilizing  food  aid  contributions. 

We  are  faced  with  challenges  and  opportunities  for  service  in 
agriculture  on  a world-wide  basis  as  great  as  those  in  any  area.  Two-thirds 
of  the  people  of  the  Free  World  live  in  less  developed  countries.  The 
challenge  of  agriculture  in  these  countries  is  to  provide  adequate  nutrition 
for  the  people,  and  to  promote  economic  growth  by  supplying  food  at  low 
cost,  by  releasing  workers  for  industry,  by  supplying  capital  for  other 
economic  sectors,  and  by  earning  foreign  exchange  through  exports. 

U.  S.  agriculture  has  done  an  outstanding  job  of  contributing  to 
our  national  economic  growth  in  all  these  ways.  We  are  challenged  today 
to  make  the  most  effective  use  of  our  resources  for  technical  assistance 
and  food  aid  to  accelerate  agricultural  development  abroad  and  thereby 
contribute  to  national  economic  growth  of  the  underdeveloped  countries. 

I believe  that  trade  and  aid,  together,  are  essential  if  American 
agriculture  is  to  maximize  its  contribution  toward  greater  prosperity  and 
higher  levels  of  living  both  at  home  and  abroad.  They  are  important 
aspects  of  the  whole,  complex  framework  within  which  we  seek  to  provide 
American  farmers  with  the . opportunity  to  earn  higher  incomes.  They  are 
indispensable  if  we  are  to  make  the  promise  of  abundance  a reality  in 
this  world. 
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Feed  grain  production  this  year  is  6 percent  larger  than  in  1962  and  only 
a little  below  the  record  output  in  i960.  With  the  smaller  carryover  stocks, 
the  total  supply  for  1963-64  is  about  equal  to  the  1962-63  supply.  Feed  grain 
production  is  expected  to  be  only  a little  below  total  requirements  for  the 
1963-64  marketing  year.  Carryover  stocks  probably  will  be  reduced  about  3 or 
if  million  tons,  much  less  than  in  the  past  2 years.  Both  domestic  and  foreign 
demand  will  continue  generally  strong.  Feed  grain  and  high-protein  feed  prices 
probably  will  average  near  the  1962-63  level. 

The  Feed  Grain  Program  which  has  played  an  important  role  in  the  feed 
situation  during  the  past  2 years  will  continue  to  influence  feed  grain  supplies 
and  prices  in  1963-64.  This  year,  feed  grain  price  supports  will  be  divided 
into  price  support  loans  and  the  price  support  payments.  While  the  total  sup- 
ports are  a little  higher  than  in  1962,  the  loan  rates  are  lower- -down  from 
$1.20  to  $1.07  per  bushel  for  corn.  On  the  other  hand,  CCC  will  not  sell  feed 
grains  this  year  against  1963  certificates  at  less  than  the  loan  rate  plus 
carrying  charges.  This  will  be  a factor  tending  to  strengthen  feed  grain  prices. 

The  total  supply  of  feed  grains  and  other  concentrates  for  1963-64  was 
estimated  in  October  at  247  million  tons,  slightly  higher  than  in  1962-63.,  but 
13  million  tons  below  the  record  supply  in  I96O-6I.  Feed  grain  carryover  into 
1963-64  is  down  9 million  tons  from  last  year.  However,  this  decline  is 
slightly  more  than  offset  by  larger  feed  grain  production  and  increases  in 
prospect  for  byproduct  feeds  and  wheat  feeing. 

The  larger  feed  grain  crop  this  year  resulted  from  both  increased  acreage 
and  higher  yield  per  acre.  During  the  past  3 years,  farmers  have  reduced  their 
feed  grain  acreage  well  below  the  1959-60  level  through  participation  in  the 
Feed  Grain  Program.  This  year,  farmers  signed  up  to  divert  25-7  million  acres 
compared  with  28.2  million  acres  actually  diverted  in  1962.  The  acreage  planted 
this  year  was  3 percent  above  1962,  but  is  l4  percent  below  the  1959-60  level. 
This  year’s  crop,  however,  was  practically  equal  to  the  1959-60  output,  since 
the  reduction  in  acreage  was  nearly  entirely  offset  by  the  upward  trend  in 
yield. 

The  1963  feed  grain  crop,  estimated  at  about  152  million  tons,  is  second 
only  to  the  i960  crop.  Production  this  year  is  expected  to  come  closer  to 
meeting  total  domestic  and  export  requirements  than  in  the  past  2 years  when 
output  averaged  11  million  tons  below  total  utilization.  A small  increase  is 
in  prospect  for  livestock  numbers  in  1963-64  and  domestic  use  probably  will  be 
a little  greater  than  in  1962-63.  The  1963  feed  grain  crop,  however,  may  be 
only  3 or  4 million  tons  below  total  requirements. 

Carryover  stocks  of  feed  grains  are  expected  to  be  reduced  to  about  59 
million  tons  at  the  close  of  the  1963-64  marketing  year.  This  would  be  the 
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third  year  of  declining  stocks  following  the  steady  buildup  from  1952  to  1961. 
The  total  carryover  this  year  is  about  22  million  tons  below  the  record  high 
of  85  million  tons  reached  in  1961. 

The  total  corn  supply  for  1963-64  was  estimated  in  October  at  about  5.3 
billion  bushels,  slightly  larger  than  in  1 962-63,  but  nearly  400  million  below  $ 
the  record  supply  of  i960.  The  1963  crop  reached  a new  record  high  of  slightly 
over  4 billion  bushels,  as  a result  of  a 4-million-acre  increase  in  plantings 
and  a slightly  higher  yield  per  acre  than  in  1962.  In  the  past  3 years,  farmers 
have  reduced  corn  acreage  substantially  below  the  1959-60  level  through  partici-' 
pation  in  the  Feed  Grain  Program.  Acreage  planted  this  year  was  about  l6  per- 
cent  less  than  in  i960.  But  this  was  more  than  offset  by  increased  yields  per 
acre.  Yields  have  trended  upward  at  about  5 percent  per  year  during  the  past 
10  years.  Based  on  present  prospects,  the  reduction  in  corn  stocks  in  1963-64  S 
will  be  much  less  than  in  the  past  2 years.  The  carryover  into  1964-65  probably 
will  be  around  1.2  billion  bushels,  compared  with  1.3  billion  this  year  and  2.0 
billion  in  1961-62. 

The  sorghum  grain  supply  for  1963-64  is  estimated  at  1,180  million  bushels, 
slightly  larger  than  in  1962-63.  Sorghum  grain  production,  like  corn,  is  a 
little  larger  than  in  1962  as  farmers  planted  about  10  percent  more  acreage  to 
sorghums.  The  carryover  of  sorghum  grain  was  only  slightly  smaller  than  last  | 
year,  but  about  50  million  bushels  below  the  record  carryover  of  702  million 
bushels  in  1961. 

Supplies  of  oats  and  barley  for  1963-64  are  a little  smaller  than  a year  : 
ago.  Supplies  of  both  these  grains  have  declined  in  recent  years.  The  oat 
supply  is  l6  percent  below  the  1957-61  average  and  the  smallest  since  1939* 

The  barley  supply  is  about  10  percent  below  average.  Much  of  the  reduction  in 
the  barley  crop  this  year  was  in  the  Northern  Plains  area  and  in  California 
where  the  crop  was  10  percent  smaller  than  in  1962. 

Feed  grain  prices  in  1963-64  are  expected  to  remain  near  the  1962-63  level! 
The  generally  good  demand  in  prospect  for  feed  grains  and  the  change  in  CCC 
Sales  Policy  will  tend  to  hold  prices  up,  in  spite  of  larger  production  and 
lower  loan  rates. 

The  Feed  Grain  Program  was  changed  this  year  to  include  a payment -in-kind 
as  a part  of  the  price  support.  In  the  case  of  corn,  the  total  price  support 
is  $1.25  per  bushel--5  cents  per  bushel  higher  than  1962.  But  it  includes  a 
loan  rate  of  $1.07  and  a payment -in-kind  feature  of  $0.l8  per  bushel.  Similar 
changes  were  made  in  the  price  supports  for  sorghum  grain  and  barley. 

Corn  prices  rose  more  than  seasonally  during  1962-63  and  averaged  close  to 
the  support  level  during  July-September . The  short  supplies  of  "free"  corn 
were  largely  responsible  for  the  rise  that  sent  prices  above  the  loan  rate  for 
the  first  time  in  4 years.  With  the  harvesting  of  the  record  1963  crop,  corn 
prices  have  declined  since  early  October  and  they  probably  will  average  below  j 
the  loan  this  fall  and  winter.  As  marketings  from  the  current  crop  decline, 
the  new  CCC  Sales  Policy  for  corn  is  expected  to  be  important  in  influencing 
prices  next  spring  and  summer.  Under  the  1963  Feed  Grain  Program,  sales  will 
not  be  made  at  less  than  the  loan  rate  plus  reasonable  carrying  charges. 


The  reasonable  carrying  charges  used  to  determine  the  formula  price  for 
such  sales  are  announced  on  a month  to  month  basis  and  the  exact  formula  prices 
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for  1963-64  are  not  known  at  this  time.  However,  if  the  formula  price  is  in- 
creased about  in  line  with  the  increase  for  carrying  charges  which  applied  to 
sales  of  storable  corn  for  unrestricted  use  last  year,  the  sale  price  for  corn 
[would  rise  7 to  9 cents  per  bushel  above  the  loan  rate  by  late  spring  and  summer 
of  1964. 

Advancing  feed  grain  prices  in  1963  were  accompanied  by  a decline  in  the 
average  price  level  for  livestock  and  livestock  products.  This  relationship  has 
tended  to  narrow  the  price  gap  between  feed  grains  and  livestock  from  the  favor- 
able level  that  prevailed  during  most  of  the  period  from  1958  through  1962 . 

Less  favorable  livestock-feed  price  ratios  are  expected  to  temper  the  upward 
trend  in  livestock  production  of  recent  years  and  also  to  limit  any  further 
increases  in  the  feeding  rate  per  animal. 

Feed  grain  exports  are  expected  to  continue  heavy  in  1963-64.  Feed  grain 
exports  increased  sharply  from  1956  to  1961  when  total  exports  reached  a record 
high  of  over  17  million  tons.  In  1962-63,  exports  declined  slightly  from  that 
record  level.  Increased  feed  supplies  in  Western  European  countries,  including 
more  low  quality  wheat,  may  influence  demand  for  U.  S.  feed  grains  in  1963-64. 

The  prospective  heavy  movement  of  wheat  from  this  continent  also  may  limit  the 
transportation  facilities  available  for  moving  feed  grains,  and  total  exports 
in  1963-64  may  fall  slightly  below  the  high  level  of  the  past  2 years. 

Exports  to  the  Common  Market  countries  and  total  exports  to  Europe  con- 
tinued at  a high  level  in  1962-63.  The  6.3  million  tons  of  feed  grains  exported 
to  the  Common  Market  countries  in  1962-63  was  about  1 million  tons  more  than  in 
[the  previous  year.  Exports  to  these  countries  accounted  for  more  than  a third 
.of  all  feed  grains  exported  from  the  United  States.  Some  reduction  in  exports 
to  these  countries  seems  probable  in  1963-64  in  view  of  their  larger  domestic 
supplies.  On  the  other  hand,  the  general  grain  shortage  in  a number  of  European 
[^countries,  especially  the  Soviet  Bloc,  may  stimulate  additional  feed  grain 
[exports  to  those  countries  later  in  1963-64. 

The  total  quantity  of  high-protein  feeds  fed  to  livestock  is  expected  to 
s increase  about  3 percent  in  1963-64,  continuing  a long-term  upward  trend.  This 
year’s  rise  will  be  due  largely  to  increased  soybean  meal  production  which  has 
[accounted  for  most  of  the  increase  in  recent  years.  The  average  price  of  soybean 
meal  at  Decatur  has  increased  steadily  since  1956-57,  reaching  an  average  of 
$71-30  per  ton  in  1962-63.  This  rise  in  price  has  accompanied  increasing  pro- 
duction of  soybean  meal  and  reflects  the  growing  demand  for  soybean  meal  and 
high-protein  feeds  generally  in  recent  years.  With  continued  strong  domestic 
[and  export  demand  in  prospect  for  1963-64,  soybean  meal  prices  are  expected  to  at 
least  equal  the  1962-63  level  when  they  were  the  highest  in  9 years. 

Wow,  let's  turn  briefly  to  the  projections  of  the  feed  situation  to  1967-68. 
These  are  a part  of  the  overall  appraisal  of  prospects  for  agriculture  during 
j the  next  5 years.  These  projections  are  based  on  the  assumption  that  the 
[.current  Government  Programs  for  Agriculture  will  be  continued  to  1967-68.  For 
[feed  grains,  it  is  assumed  that  provisions  will  be  similar  to  those  under  the 
1 1963  and  1964  programs.  The  price  support  levels  assumed  here  are  the  same  as 
those  that  have  been  announced  for  the  1964  feed  grain  crops.  The  corn  price 
[support  level  will  be  $1.25  per  bushel  with  the  loan  rate  $1.10  and  the  payment - 
. in-kind  $0.15  per  bushel.  Comparable  price  support  levels  will  be  available 
! for  other  feed  grains.  It  is  assumed  that  feed  grain  prices  would  average  close 
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to  the  loan  rates.  Prices  at  these  levels  would  he  about  the  same  as  the  1962- J 
63  average . 

One  of  the  objectives  of  the  current  program  is  to  reduce  stocks  to  a 
desirable  level,  indicated  by  the  Department  of  Agriculture  to  be  around  45 
million  tons.  Under  the  current  Feed  Grain  Program,  it  is  assumed  that  stocks  j 
would  be  reduced  to  this  level  by  the  beginning  of  the  1967-68  marketing  year. 
After  stocks  reach  this  level,  the  program  could  then  be  adjusted  to  induce 
only  that  participation  necessary  to  produce  feed  grains  needed  for  current 
requirements . 

These  projections  assume  that  the  upward  trend  in  exports,  underway  during 
the  past  decade,  will  continue  during  the  next  5 years.  Exports  will  continue  J 
to  be  influenced  by  rising  foreign  demand  for  feed  grains,  especially  in 
European  countries  and  Japan.  Total  feed  grain  exports  for  1967-68  are  pro- 
jected at  around  20  million  tons,  about  20  percent  above  the  level  of  the  past  J 
2 years.  It  is  recognized  in  making  this  projection  that  the  recent  Common 
Market  trade  arrangements  and  also  the  uncertainty  as  to  whether  Soviet  Bloc 
countries  will  be  in  the  market  for  U.  S.  feed  grains  creates  uncertainty  about  j 
the  future  level  of  feed  grain  exports. 

Domestic  feed  grain  requirements  for  1967-68  are  based  on  the  projected 
livestock  numbers  and  production.  The  1967-68  projections  for  livestock  are 
based  on  the  above  feed  grain  prices  with  assumed  ample  feed  supplies.  They 
also  take  into  account  the  increasing  population  and  the  prospective  demand  for  ] 
livestock  products.  Based  on  the  domestic  demand  and  export  projections,  it 
is  estimated  that  about  168  million  tons  of  feed  grains  would  be  required  in 
1967-68,  15  million  tons  more  than  total  utilization  in  1962-63.  Total  feed  ' 
grain  requirements  for  1967-68  include  an  allowance  of  l4  million  tons  for  do«'M 
mestic  food,  industry  and  seed,  and  around  20  million  tons  for  export,  in  addi^ 
tion  to  134  million  tons  required  for  livestock  feed. 

Total  feed  grain  production  needed  to  meet  domestic  and  export  requirements 
of  around  l68  million  tons  would  be  about  25  million  more  than  the  1962  produc- 
tion. Much  of  this  increase  in  production  would  be  attained  through  an 
increasing  yield  per  acre,  if  yields  rise  at  the  rates  projected  in  this  study,  i 
The  projected  yield  per  acre  for  1967  is  about  24  percent  above  the  1959-61 
average.  The  projected  yield  assumes  a more  gradual  increase  than  during  the 
past  10  years,  when  yields  increased  about  5 percent  a year.  Feed  grain  re- 
quirements with  yields  at  that  level  could  be  produced  on  about  110  million 
acres,  or  only  about  6 percent  more  than  the  acreage  harvested  in  1962.  Based 
on  these  projections  most  of  the  increase  in  production  for  meeting  future  re- 
quirements would  come  from  higher  yields  per  acre  and  only  a moderate  increase 
in  acreage  would  be  required. 
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OUTLOOK  FOR  Lr/ESTOCK  AND  MEATS 
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at  the  4lst  Annual  Agricultural  Outlook  Conference 
Washington,  D.  C.,  11:00  A.M.,  Wednesday,  November  20,  1963 

Some  improvement  in  hog  prices  is  in  prospect  in  1964,  but  little  change 
is  seen  in  cattle  and  lamb  prices . Cattle  marketings  will  increase  again  but 
likely  no  more  than  can  be  absorbed  by  the  gain  in  population,  increase  in 
consumer  incomes  and  continued  preference  for  beef.  With  increased  marketings 
and  little  change  in  price,  cash  receipts  from  cattle  and  calves  will  be  up 
next  year  from  the  estimated  $8.1  billion  in  1963*  Cash  receipts  from  hogs 
will  also  be  up  but  cash  receipts  from  sheep  and  lambs  are  expected  to  be 
about  the  same  as  in  1963- 

Consumers  will  eat  6 pounds  more  red  meat  in  1963  than  they  did  a year 
earlier.  Consumption  of  beef  will  set  a new  record  of  about  95  pounds  per 
person,  up  6 pounds  from  1962.  Pork  consumption  will  be  up  about  a pound, 
while  consumption  of  veal,  lamb  and  mutton  will  be  down  about  a pound.  Pros- 
pects are  for  a 2 pound  increase  in  the  supply  of  beef  for  1964.  However, 
this  increase  will  be  largely  offset  by  some  declines  in  the  per  capita  sup- 
plies of  pork,  veal,  and  lamb  and  mutton.  Therefore,  per  capita  supplies  of 
total  red  meat  available  for  consumption  in  1964  likely  will  continue  at  the 
high  level  of  170  pounds  per  person  established  in  1963. 

CATTLE 

Beef  producers  experienced  price  difficulties  in  1961  and  again  in  1963. 
Prices  for  Choice  steers  at  Chicago  dropped  to  an  average  of  $22.38  in  July 
1961  and  were  down  again  to  $22.61  in  May  1963  after  reaching  a high  of  $30.13 
in  November  1962.  These  price  difficulties  and  sharp  price  movements  occurred 
even  though  the  demand  for  beef  is  rising  and  the  cattle  cycle  is  in  its  expan- 
sion phase.  Sharp  variations  in  fed  cattle  marketings  in  the  past  several 
years  have  been  the  major  cause  of  these  price  gyrations.  These  variations  may 
result  from  a sharper  division  of  the  cattle  industry  into  2 clearly  defined 
stages  of  beef  production:  producing  calves  and  converting  feed  concentrates 
into  meat . 

Cattle  on  farms  and  ranches  on  January  1,  1964,  will  be  close  to  107 
million  head--up  3 percent  from  the  IO3.8  million  a year  earlier.  Since  the 
number  of  cattle  kept  for  milk  production  is  expected  to  decrease  by  about  3 
percent,  the  gain  in  beef  cattle  numbers  may  be  up  as  high  as  5 percent.  The 
beginning  inventory  next  year  will  provide  the  basis  for  a further  increase  in 
beef  production  during  1964.  More  important,  a larger  basic  cow  herd  will 
furnish  the  source  for  future  increases  in  the  supply  of  feeder  cattle  suitable 
for  feedlot  fattening.  Continued  optimistic  long-run  outlook  for  the  demand 
for  beef  likely  will  encourage  further  expansion  and  a build  up  of  2 to  3 
percent  is  in  prospect  for  next  year. 
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Even  with  further  expansion  in  cattle  numbers,  cattle  slaughter  will  in- 
crease again  in  1964.  With  reasonably  normal  weather  conditions , prospects 
are  for  an  increase  in  commercial  cattle  slaughter  in  1964  of  about  3 to  4 
percent  above  the  27.3  million  head  expected  in  1963* 

The  gain  in  beef  production  in  1964  may  be  a little  smaller  than  the 
increase  in  number  of  cattle  slaughtered  because  marketings  likely  will  be  at 
lighter  weights . With  consumer  incomes  likely  to  advance  further  in  1964  and 
with  continued  consumer  preference  for  beef,  prospects  are  that  cattle  prices 
for  the  year  as  a whole  will  not  differ  much  from  the  expected  average  of 
$24.00  for  1963  (Choice  steers  at  Chicago). 

The  number  of  cattle  moving  through  feedlots  will  again  increase  in  1964. 
The  number  on  feed  on  January  1,  April  1,  July  1,  and  October  1 of  this  year 
was  up  11,  11,  12,  and  10  percent  above  the  respective  dates  a year  earlier. 
Heavy  marketings  of  fed  cattle  late  this  year  will  continue  into  early  1964 
and  prices  probably  will  average  $1.00-$2.00  below  the  January-March  1963 
average  of  $25.28  (Choice  steers  at  Chicago). 

Placements  of  feeder  cattle  this  fall  and  winter  will  determine  market- 
ings in  the  final  3 quarters  of  1964.  If  the  number  of  feeders  placed  is  up 
5 to  10  percent  this  fall  and  winter  (the  supply  of  feeders  is  sufficient  to 
achieve  this),  prices  of  high-quality  cattle  in  the  second  and  third  quarter 
would  probably  continue  to  average  $23.00  to  $24.00,  followed  by  price  improve- 
ment in  the  fourth  quarter.  However,  the  movement  of  feeder  cattle  thus  far 
this  fall  has  been  slow,  although  feeder  prices  in  October  and  early  November 
were  $2  to  $3  a hundred  pounds  under  a year  earlier.  Thus,  if  large  numbers 
are  roughed  through  this  winter  instead  of  going  into  feedlots,  fed  cattle 
prices  would  show  some  improvement  by  spring.  In  that  case,  however,  serious 
price  problems  could  develop  toward  the  end  of  1964  and  early  in  1965 • 

Prices  of  cows  in  1964  will  depend  on  imports  of  beef  as  well  as  on 
domestic  cow  slaughter.  Cow  prices  have  been  relatively  stable  in  the  past  3 
years.  Substantial  increases  in  imports  of  beef  in  1962  and  again  in  1963 
have  offset  the  low  level  of  domestic  cow  slaughter.  Cow  slaughter  in  1964 
is  expected  to  be  up  but  only  by  a moderate  amount.  Imports  will  likely  be 
up  again  in  1964.  Prices  of  cow  beef,  although  expected  to  be  somewhat  lower, 
will  not  be  down  enough  to  curb  beef  imports . 

What  is  the  outlook  for  the  cattle  industry  during  the  next  5 years? 

This  analysis  includes  the  following  assumptions:  (l)  Continuation  of  current 
farm  programs,  including  the  1964  program  for  wheat.  (2)  Population  growth 
of  1.7  percent  per  year  which  is  the  same  as  in  the  past  decade.  Population 
in  1968  would  then  be  9 percent  more  than  in  1963.  (3)  Consumer  incomes  are 
projected  11  percent  above  1963  levels. 

On  the  demand  side,  prospects  for  beef  continue  to  be  favorable.  Experi- 
ence in  the  past  decade  suggests  that  normal  gains  in  population,  income,  and 
continued  preference  for  beef  make  it  possible  for  consumers  to  absorb  annual 
increases  in  beef  production  in  the  neighborhood  of  3 percent  and  still  main- 
tain relatively  stable  prices  to  cattle  producers . In  I96I-63,  consumers 
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bought  14  percent  more  beef  per  capita  than  they  did  in  1953-55*  During  the 
same  period,  the  average  price  received  at  the  farm  for  all  beef  cattle  in- 
creased from  $16.00  to  $20.55,  an  increase  of  28  percent.  Consumer  purchasing 
power  also  increased  13  percent.  After  allowing  for  changes  in  consumption  due 
to  larger  population,  higher  levels  of  income,  and  changes  in  relative  prices, 
per  capita  demand  for  beef  appeared  to  increase  at  an  annual  average  rate  of 
about  1 percent  per  year.  Consumers  have  registered  a continued  strong  prefer- 
ence for  beef  in  the  last  3 years.  For  example,  per  capita  consumption  of  beef 
in  1963  will  be  95  pounds,  about  7 pounds  higher  than  in  1961.  Prices  in  1963 
are  little  different  from  those  in  1961. 

Consumers  likely  will  continue  to  show  a preference  for  beef.  On  this 
assumption,  per  capita  consumption  of  beef  likely  will  exceed  100  pounds  in 
1968  compared  to  95  pounds  estimated  for  1963  and  89  in  1962.  And  consumers 
will  pay  for  this  consumption  at  prices  which  would  maintain  cattle  prices  to 
farmers  close  to  the  average  of  $20.55  obtained  in  1961-63. 

Projecting  the  probable  amount  of  beef  consumption  in  1968  and  the  corre- 
sponding cattle  prices  is  risky  business  since  it  would  require  predicting  the 
exact  phase  of  the  cattle  cycle  and  the  level  of  imports.  Prices  would  be 
below  the  1961-63  average  if  in  the  liquidating  phase  and  above  if  herds  are 
building  up  substantially. 

The  current  "cattle  cycle"  began  its  expansion  phase  in  1958  and  is  now 
at  the  stage  where  supplies  can  provide  increases  in  per  capita  production  of 
beef  as  well  as  support  continued  expansion  in  the  herd.  For  example,  we  can 
increase  cattle  slaughter  in  1964  by  3 percent  and  still  increase  total 
inventories  by  another  3 percent.  If  this  situation  would  develop  to  the 
point  where  the  potential  supply  of  beef  and  the  annual  increase  in  production 
would  become  greater  than  could  be  consumed  at  constant  prices,  prices  would 
fall  and  downward  adjustments  in  inventories  would  follow. 

The  present  cattle  cycle  is  in  its  sixth  year,  the  previous  cycle  lasted 
10  years,  and  the  one  before  that  12  years.  However,  expansion  of  cattle 
feeding  in  recent  years  sets  this  cycle  off  from  the  rest.  There  are  other 
factors  too,  but  they  are  all  related  to  the  shift  toward  feedlot  finishing. 

By  the  close  of  1963*  total  cattle  numbers  on  farms  will  have  increased  to  107 
million  head,  almost  16  million  above  1958.  This  is  a slower  buildup  when 
compared  with  previous  cycles . We  are  also  slaughtering  a smaller  percentage 
of  the  calf  crop  as  calves,  yet  the  average  age  of  cattle  slaughtered  is  lower. 
This  means  that  when  cattlemen  begin  to  liquidate  herds,  there  will  be  a small- 
er backlog  of  steers  over  2 years  old  to  move  to  market.  Thus,  if  the  liquida- 
tion phase  should  begin  in  the  next  2 years,  it  could  be  of  shorter  duration, 
in  contrast  to  earlier  cycles  where  this  phase  had  always  been  longer  than  the 
buildup . 
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HOGS 


Barrows  and  gilts  at  8 major  markets  averaged  $15.65  in  January  and  de- 
clined monthly  to  a low  of  $13.78  in  April.  Hog  prices  quickly  rose  $4.66  to 
$18.44  in  July  only  to  make  another  rapid  decline  to  an  average  of  $15.56  in 
October  (4-week  average).  Hog  prices  didn't  hold  constant  in  1963  because 
slaughter  rates  also  kept  moving  up  and  down.  Slaughter  was  especially  large 
during  late  winter  and  late  summer  compared  with  the  same  weeks  a year  earlier. 
During  these  2 periods , hog  prices  fell  below  year-earlier  levels  by  the  widest 
margin . 

Such  high  rates  of  slaughter  in  late  summer  precipitated  lower  prices . 
Barrows  and  gilts  at  8 major  markets  dropped  $1.44  from  the  last  week  in  August 
to  the  first  week  in  October. 

Several  factors  affected  the  hog  supply  situation  this  fall.  Good  grow- 
ing weather  this  year  in  many  of  the  more  important  hog-producing  areas  tended 
to  put  hogs  in  market  flesh  a few  weeks  earlier  than  usual.  During  similar 
weeks  of  1962  some  hogs  were  withheld  from  the  market,  which  tended  to  over- 
state the  increase  in  supply  this  year.  In  addition,  the  number  of  sows 
farrowing  from  September  1963  through  February  1964  is  expected  to  be  down 
from  the  same  months  last  year.  Fewer  gilts  may  be  going  into  the  basic  sow 
herds  during  this  period,  which  would  also  add  to  the  available  supply  of 
s laught  e r ho  gs . 

However,  the  number  of  hogs  slaughtered  in  summer  and  early  fall  was 
probably  large  enough  to  lower  the  supply  of  slaughter  hogs  to  the  point  that 
slaughter  rates  will  have  to  fall  below  year-earlier  rates  during  some  of  the 
remaining  weeks  of  1963.  Hog  slaughter  under  Federal  inspection  so  far  in  the 
second  half  of  1963  has  been  more  than  1.4  million  head  higher  than  in  the 
same  period  last  year.  Hog  prices  probably  will  not  attain  last  year's  fourth 
quarter  average  of  $16.51,  but  their  seasonal  decline  may  be  interrupted  some- 
what before  the  end  of  the  year. 

Large  supplies  of  other  meats  and  unusually  large  stocks  of  pork  in  cold 
storage  are  also  affecting  hog  prices . Stocks  this  October  were  down  10  mil- 
lion pounds  from  a month  earlier,  but  were  71  million  above  the  October  1962 
level  of  139  million  pounds . 

The  June-November  1963  pig  crop  likely  will  be  down  slightly  from  a year 
earlier.  In  the  10  Corn  Belt  States  June-August  farrowings  were  up  about  2 
percent,  but  September-November  probably  will  be  down  about  3 percent.  Breed- 
ing intentions  reported  in  these  same  States  in  September  indicate  that  farrow- 
ings may  be  down  slightly  in  December-February  from  a year  earlier j March-May 
litters  may  also  be  down.  Therefore,  slaughter  supplies  in  1964  are  expected 
to  fall  below  year-earlier  levels  before  the  beginning  of  the  second  quarter 
and  then  remain  below  the  remainder  of  the  year.  Hog  prices  since  March  1963 
have  not  been  favorable  in  relation  to  corn  prices,  but  likely  will  become 
more  favorable  again  next  spring.  On  balance,  the  business  of  hog  raising 
is  expected  to  be  a little  more  profitable  in  1964  than  it  was  this  year  and 
prices  are  expected  to  average  a little  higher  than  in  1963,  in  response  to 
lower  per  capita  supplies . 
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SHEEP  AM)  IAMBS 

Number  of  sheep  and  lambs  on  farms  has  continued  to  trend  downward  from 
the  record-high  56.2  million  head  in  1942.  On  January  1,  1963*  the  inventory 
of  all  sheep  and  lambs  on  farms  was  30.2  million  head.  Beginning  1964  inven- 
tory is  expected  to  have  declined  further  to  between  29*3  and  29. T million, 
the  lowest  since  records  were  begun.  And  the  size  of  the  national  sheep  flock 
may  shrink  again  next  year  although  likely  at  a slower  rate  than  in  1962  or 

1963. 


The  1963  lamb  crop,  19*7  million  head,  was  3 percent  smaller  than  a year 
earlier.  A smaller  volume  of  slaughter  this  year  partly  reflected  the  decline 
in  the  lamb  crop.  In  the  first  6 months  of  1963,  commercial  slaughter  of  sheep 
and  lambs  was  lower  each  month  than  in  the  corresponding  month  of  1962.  Com- 
mercial slaughter  in  the  first  half  was  9 percent  below  January- June  1962. 
Slaughter  increased  in  July  to  2 percent  above  a year  earlier,  but  in  August 
was  5 percent  below.  Through  September,  commercial  slaughter  was  down  7 per- 
cent. In  the  first  3 weeks  of  October,  slaughter  under  Federal  inspection 
held  about  even  with  a year  earlier. 

Prices  received  by  farmers  for  sheep  were  higher  than  a year  earlier  each 
month  through  the  first  8 months  of  1963  tut  were  a little  lower  in  September. 
They  are  expected  to  remain  a little  lower  than  last  year  during  the  rest  of 
1963.  Feeder  lamb  prices  in  1963  were  substantially  above  those  of  1962  until 
September.  Denver  prices  were  more  than  $3*00  higher  early  in  the  year.  The 
difference  narrowed  to  about  $.50  in  August,  and  prices  in  September  were 
almost  the  same  as  a year  earlier.  In  October,  prices  were  between  $.75  and 
$1.00  below  October  prices  last  year. 

The  outlook  is  for  the  number  of  sheep  and  lambs  on  feed  January  1 to  be 
down  about  5 percent  from  a year  earlier,  when  4.0  million  were  on  feed.  The 
1964  lamb  crop  probably  will  be  down  between  4 and  5 percent,  because  the 
number  of  ewes  1 year  old  and  older  at  the  beginning  of  1964  likely  will  be 
down  a little  more  than  in  the  last  2 years . Slaughter  probably  will  again 
be  down  a little  next  year.  However,  prices  likely  will  average  about  the 
same  as  in  1963*  reflecting  stiff  competition  from  beef. 
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In  a compact  package,  here  is  the  1964  dairy  outlook:  Production  -will 
equal  1963  levels,  commercial  demand  probably  will  increase  less  than  the  pop- 
ulation, and  excess  dairy  products  will  continue  to  move  to  the  Commodity 
Credit  Corporation.  Prices  to  farmers  and  to  consumers  for  dairy  products  will 
average  about  the  same  as  a year  earlier.  Cash  receipts  from  farmers'  sales  of 
dairy  products  are  likely  to  increase  slightly  over  1963  in  line  with  larger 
marketings.  Offsetting  near -record  cash  receipts  to  dairymen  will  be  rising 
production  costs. 

This  outlook  is  based  on  continuation  of  the  present  dairy  support  program 
with  supports  at  75  percent  of  parity.  The  actual  support  levels  for  the  mar- 
keting year  which  begins  April  1,  1964,  will  be  announced  before  that  date. 
However  at  Outlook  time  this  year,  as  last  year,  proposals  for  new  dairy  legis- 
lation are  being  considered  by  Congress.  Milk  production,  marketings,  consump- 
tion, prices,  and  farmers'  returns  from  dairying  in  1964  and  later  will  be 
affected  by  the  kind  of  dairy  program  that  arises  from  these  proposals. 

Now,  what  are  some  specific  elements  of  the  1964  and  long-term  dairy 
outlook?  Milk  production  the  first  10  months  of  1963  was  about  1 percent  below 
a year  earlier.  Reduction  of  milk  cows  on  farms  in  1963 — down  close  to  3 
percent — is  a continuation  of  the  downtrend  since  the  1944  peak  in  the  nation's 
milk  herds.  Gains  in  production  per  cow  this  year  and  those  anticipated  early 
in  1964  may  not  be  enough  to  offset  the  smaller  number  of  milk  cows.  An 
additional  factor  limiting  production  is  below  average  roughage  supplies  in 
several  important  dairy  areas . 

The  consumption  picture  is  improved  this  year,  particularly  for  commercial 
sales.  Civilian  consumption  of  milk  from  all  sources  in  1963  is  increasing  by 
about  1-g-  billion  pounds  above  the  116.4  billion  in  1962.  The  major  reason  for 
this  record  high  consumption  is  increased  sales  of  fluid  milk,  American  cheese, 
and  ice  cream.  Donations  of  government-owned  dairy  products  are  up  just 
slightly  this  year.  Indications  are  that  sales  of  fluid  milk  products  are 
increasing  2 percent.  Per  capita  consumption  of  milk  in  all  forms  in  1963*  an 
expected  635  pounds,  is  about  the  same  as  in  1962. 
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In  1963  consumption  per  capita  of  cheese  is  again  increasing  substantially. 
Ice  cream  and  frozen  desserts  are  up  slightly  and  nonfat  milk  consumption  has 
regained  a part  of  last  year's  loss.  Most  other  changes  in  consumption  of 
dairy  products , including  butter,  are  following  long-time  trends. 

Milk  solids-not-fat  consumption  per  capita  for  1963  is  likely  to  show  a 
gain,  the  first  since  1956,  due  chiefly  to  the  improvement  in  nonfat  dry  milk 
consumption.  However,  the  gap  between  production  and  consumption  of  milk 
solids-not-fat  has  narrowed  only  slightly  from  the  3 billion  pounds  for  1962. 
Milkfat  consumption  for  1963  will  likely  decline  slightly  below  the  23.8  pounds 
per  capita  in  1962;  the  production-consumption  gap  that  narrowed  to  275  million 
pounds  in  1963  from  360  million  in  1962  is  expected  to  narrow  slightly  in  1964. 

The  smaller  gap  between  production  and  consumption  in  1963  plus  a higher 
rate  of  buildup  for  commercial  stocks  of  dairy  products  than  in  1962,  is 
causing  CCC  purchases  of  dairy  products  to  fall  about  2§-  billion  pounds  of 
milk  equivalent.  In  terms  of  milk  solids,  CCC  purchases  of  milkfat  in  1963  are 
about  6^  percent  of  production  and  those  of  milk  solids-not-fat,  about  9^  per- 
cent . 


At  the  end  of  October  uncommitted  CCC  stocks  were  below  year-earlier 
levels.  There  was  2 66  million  pounds  of  butter,  including  butter  equivalent  of  : 
butteroil,  25  million  pounds  of  cheese,  and  393  million  pounds  of  nonfat  dry 
milk.  Record  CCC  export  sales  and  heavy  overseas  donations  of  butter  and  non-  | 
fat  dry  milk,  as  well  as  reduced  purchases,  are  factors  in  this  more  than 
seasonal  decline  in  stocks.  CCC-owned  stocks  may  decline  again  in  1964. 

The  price  of  all  wholesale  milk  for  January -October  was  $4.05  per  100 
pounds  compared  with  $4.07  last  year.  This  would  give  an  average  price  of  $4.09’] 
per  100  pounds  for  1963.  Prices  paid  by  dealers  for  milk  used  in  bottling 
(Class  I)  during  January-October  1963  averaged  $5.27  per  100  pounds  compared 
with  $5-33  a year  earlier.  For  all  of  1963;  prices  to  farmers  for  manufacturing 
milk  will  average  about  $3-21  per  100  pounds,  the  same  as  in  1962.  These  prices 
were  lower  in  the  first  quarter  this  year  but  have  been  higher  since.  Assuming 
continuation  of  the  present  support  level  in  the  marketing  year  beginning 
April  1,  1964,  the  average  price  of  manufacturing  grade  milk,  as  well  as  the 

price  received  for  all  milk  sold  by  farmers,  will  continue  close  to  1963  levels. 

Over  the  next  5 years,  the  rise  in  population  will  bring  an  increase  in 

total  demand.  But  whether  total  demand  will  rise  as  much,  more,  or  less  than 

population  depends  on  several  cross-currents  affecting  per  capita  demand. 
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The  demand  for  milk  is  a composite  of  demands  for  its  many  products  and 
there  have  been  significant  shifts  in  the  postwar  period.  The  trends  away 
from  some  dairy  items  have  more  than  offset  the  favorable  effects  of  rising 
consumer  incomes,  higher  proportion  of  the  population  in  the  younger  age  groups, 
and  relatively  lower  retail  prices  for  dairy  products.  These  favorable  factors 
might  have  increased  per  capita  demand  for  dairy  products  were  it  not  for  lower- 
priced  competing  vegetable  fats  and  a conscious  effort  on  the  part  of  many  con- 
sumers to  limit  intake  of  certain  fats . 

A further  drop  in  prices  of  vegetable  oils  relative  to  milkfat  prices  and 
vigorous  promotion  of  dairy  substitutes,  as  in  the  past  decade,  may  induce 
still  further  shifts  in  tastes  and  preferences  of  consumers  away  from  some 
dairy  products. 

The  net  effect  of  these  influences  during  the  next  5 years  is  likely  to 
be  a further — but  perhaps  only  slight—  decline  in  per  capita  demand  fcr  dairy 
products,  measured  on  a milkfat  basis.  On  the  other  hand,  some  slight  increase 
in  per  capita  demand,  measured  on  a solids -not -fat  basis,  is  likely.  Per  capita 
consumption  of  milk  sol ids -not -fat  has  been  maintained  in  the  past  decade. 

These  significant  shifts  in  demand  present  a challenge  for  responsive  adjust- 
ments in  dairy  production  and  price  structures.  However,  the  rise  in  total 
demand  for  solids -not -fat  has  had  little  opportunity  so  far  to  affect  prices  of 
dairy  products;  the  supply  continues  to  exceed  market  demand  at  equivalent  of 
support  prices  by  a wide  margin. 

Prospects  are  that  milk  supplies  through  1968  will  continue  large  despite 
a slight  downtrend  in  production  in  1963.  The  prevailing  level  of  milk  pro- 
duction reflects  a sensitive  balance  among  the  following:  (l)  Rapidly  increas- 
ing milk  production  per  cow;  (2)  decreasing  numbers  of  milk  cows  and  farms  with 
milk  cows;  (3)  increasing  size  of  herds  on  remaining  farms. 

The  factors  that  brought  about  the  increase  in  productivity  of  milk  cows 
can  be  grouped  under  two  headings:  (l)  Improvements  in  the  inherent  productive 
capacity  of  dairy  herds;  and  (2)  better  care  and  more  liberal  feeding  to  utilize 
increased  capacity.  Output  per  cow  can  be  expected  to  expand,  even  if  there  are 
sizable  changes  from  current  levels  of  milk  prices. 

A main  unknown  in  projecting  major  changes  in  milk  production  is  the  number 
of  farms  with  milk  cows,  since  this  affects  total  cow  numbers.  For  a number  of 
years  there  has  been  a net  relative  transfer  of  resources  out  of  dairying.  The 
rate  of  such  transfer  has  depended  considerably  upon  the  relationship  between 
beef  prices  and  milk  prices. 
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A "brief  letup  in  the  transfer  out  of  dairying  could  lead  to  a substantial  9 
rise  in  milk  output  within  a comparatively  short  time.  All  too  clearly  remem-  J 
bered  is  the  rise  of  3*9  billion  pounds  in  milk  production  from  1959  to  1962 
when  the  average  decrease  in  milk  cow  numbers  on  farms  slowed  to  1.5  percent,  i 
The  1944-59  average  annual  decrease  was  2 percent. 

The  number  of  beef  cattle  has  climbed  rapidly  in  the  last  few  years,  but  ] 
beef  producers  have  encountered  recurring  price  difficulties.  Even  with  a 
rather  optimistic  long-run  outlook  for  beef  demand  and  reasonably  normal  weather 
conditions  in  the  next  5 years,  beef  prices  are  not  likely  to  reach  the  high 
levels  of  1958-59*  You  may  recall  that  heavy  culling  of  milk  cows  those  years  I 
brought  a reversal  of  the  1952-56  enlargement  of  milk  flow.  Add  the  prospects  fl 
of  large  roughage  supplies  as  well  as  projected  increases  in  feed  concentrates  fl 
to  the  outlook  for  production,  and  there  can  be  no  reason  for  projecting  any 
significant  downtrend  in  milk  production  in  the  next  5 years. 

The  Federal  Government  is  an  active  factor  in  the  dairy  industry.  At 
1963-64  marketing  year  support  prices  for  dairy  products,  milk  marketed  by 
farmers  in  the  next  5 years  would  continue  in  excess  of  the  amount  required  in  1 
the  commercial  market.  Government  purchases  of  dairy  products  for  price  sup-  , 
port  reached  a record  10§-  billion  pounds  (milk  equivalent)  in  1962  and  will  be  fl 
around  8 billion  in  1963.  Purchases  would  be  lower  by  1968  mainly  because  the  fl 
commercial  market  is  projected  to  increase  slightly  more  than  marketings.  It  1 
is  anticipated  that  high  levels  of  domestic  use  of  CCC  purchases  would  continue  I 
and  foreign  outlets  would  be  developed  to  provide  a regular  turnover  of  Govern- 1 
ment  stocks . 

The  United  States  will  continue  to  be  a desirable  market  for  world  ex- 
porters, but  the  foreign  market  is  much  less  attractive  to  U.  S.  producers  than 
domestic  markets.  The  1962  level  of  U.  S.  exports  and  shipments  (exclusive 
of  Government  programs),  was  about  1 percent  of  the  milk  used  in  manufactured 
dairy  products . For  exports  to  be  a substantially  greater  percentage  than 
this,  the  U.  S.  industry  will  have  to  subsidize  exports  of  all  dairy  products 
in  much  the  same  manner  as  do  most  foreign  dairy  exporting  countries. 
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Background:  The  meat  segment  of  the  poultry  industry — particularly 
"broilerdom" — has  been  rapidly  approaching  maturity.  Dynamic  expansion  in 
broiler  and  turkey  production,  which  characterized  the  decade  immediately 
following  World  War  II,  has  given  way  to  more  gradual  growth.  Maturity  tends 
to  favor  but  does  not  necessarily  guarantee  stability.  This  was  vividly 
demonstrated  in  1961  when  the  output  of  live  poultry  increased  1.3  billion 
pounds  and  drove  prices  down  to  historically' low  levels . 

Egg  production,  on  the  other  hand,  has  not  kept  pace  with  population 
growth  over  the  last  10  years,  because  egg  demand  has  been  declining.  Vari- 
ation in  annual  output  has  been  small.  Prices  to  producers  have  fluctuated 
much  more,  reflecting  the  fact  that  egg  consumption  is  not  highly  responsive 
to  price.  An  increasing  number  of  large  specialized  egg  operations  have  been 
replacing  a much  larger  number  of  small  farm  flocks.  As  this  change  approaches 
completion,  production  adjustments  may  become  more  difficult,  because  of  larger 
investments  and  fewer  operators  who  can  get  easily  in  and  out. 

Outlook  for  1964:  Economic  signs  point  to  a larger  production  of  eggs 
and  poultry  in  1964.  Only  a small  increase  from  1963  appears  likely  for  eggs, 
but  a moderate  expansion  may  be  in  the  offing  for  broilers  and  turkeys.  The 
probable  level  of  egg  production  in  the  first  half  of  1964  is  largely  fixed 
by  the  number  of  laying-type  chickens  currently  on  hand.  For  broilers  and 
turkeys,  the  outlook  is  not  as  well  defined.  Broiler  and  turkey  production 
for  all  of  1964  will  be  subject  to  upward  pressures  stemming  from  continuing 
advances  in  technology  and  changes  in  industry  structure  and  organization, 
which  are  usually  difficult  to  guage  precisely.  In  addition,  the  pattern  of 
broiler  prices  for  periods  of  much  less  than  a year  often  elude  analysis,  even 
when  supplies  are  known. 

On  October  1,  there  were  the  same  number  of  layers  and  potential  layers 
on  farms  as  a year  earlier.  The  distribution  of  birds  by  age  and  class  was 
also  essentially  the  same.  All  this  suggests  that  the  National  laying  flock 
at  the  beginning  of  1964  will  be  a carbon  copy  of  the  January  1,  1963,  flock. 
However,  as  1964  progresses  more  new  layers  will  be  added  from  the  larger 
hatch  of  egg-type  chicks  last  July-September . Consequently,  by  the  second 
quarter  next  year,  layer  numbers  may  exceed  the  1963  level  by  about  1 percent. 
Much  of  the  expected  larger  egg  production  in  the  first  half  of  1964  will 
likely  stem  from  an  increase  in  eggs  per  layer,  particularly  in  the  first 
quarter.  In  January-March  last  year  the  rate  of  lay  was  depressed  below  trend 
by  severe  wintry  weather. 

Egg  production  in  the  second  half  of  1964  will  be  largely  determined  by 
the  number  of  egg-type  chicks  hatched  in  the  first  half.  It  seems  likely  to 
me  that  the  hatch  during  the  first  half  will  be  reduced.  Egg  prices  early 
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next  year  will  probably  be  lower  than  early  this  year  because  of  larger 
production.  This  would  further  depress  egg-feed  price  relationships,  which 
are  already  less  favorable  to  producers  than  a year  earlier.  And  it  would 
be  apt  to  give  added  impetus  to  the  downtrend  in  the  number  of  small  flocks 
usually  replenished  by  spring-hatched  chicks . In  addition,  the  continuing 
trend  toward  larger  operations  with  more  even  year -around  replacement  programs 
would  also  tend  to  shift  the  hatch  of  egg-type  chicks  from  February-April  to 
the  last  6 months  of  1964.  If  a cutback  does  occur  in  the  hatch  during  the 
first  half  of  1964,  the  number  of  layers  on  farms  will  probably  be  under  a 
year  earlier  by  early  next  fall,  but  egg  production  could  continue  higher  for 
a month  or  2 longer  because  of  a further  gain  in  the  rate  of  lay.  Neverthe- 
less, the  total  increase  in  egg  production  in  1964  may  not  be  great  enough  to 
maintain  the  civilian  per  capita  consumption  rate  at  the  current  rate — 
estimated  at  316  eggs  for  1963. 

Prices  to  egg  producers  will  probably  be  below  a year  earlier  in  the  first 
half  of  1964.  And  even  though  eggs  may  show  a greater  seasonal  rise  next  year, 
the  average  price  for  all  of  1964  is  likely  to  be  a little  below  the  34.1  cents 
per  dozen  in  prospect  this  year. 

Recent  hatchery  activity  suggests  that  1964  will  open  with  broiler  pro- 
duction at  about  the  year-earlier  level.  Through  mid-1964  there  will  be 
pressures  for  larger  output,  reflected  in  a larger  national  hatchery  supply 
flock.  However,  more  abundant  supplies  of  beef  in  the  first  half  of  1964  will 
tend  to  hold  down  broiler  prices  and  thus  limit  broiler  production.  Slightly 
higher  feed  prices  in  prospect  will  also  act  to  restrain  broiler  production. 
However,  late  in  1964,  competition  from  red  meats  may  lessen  and  broiler  prices 
will  likely  strengthen.  Thus,  there  is  a prospect  of  a sizeable  expansion  in 
broiler  production  in  the  second  half. 

Civilian  per  capita  consumption  of  chicken  in  1964  will  probably  reach  a 
new  high,  exceeding  the  30*6  pounds  currently  estimated  for  1963.  Broilers 
probably  will  account  for  about  87  percent  of  the  chicken  consumption.  Prices 
to  producers  for  broilers  in  1964  may  average  close  to  the  l4.6  cents  per 
pound  in  prospect  for  this  year. 

The  1963  turkey  crop  came  to  market  a little  earlier  than  expected.  This 
appears  to  reflect  a significant  improvement  in  the  efficiency  of  production 
this  year  compared  with  last.  Although  the  92-7  million  turkeys  raised  this 
year  is  slightly  above  the  1962  crop,  producers  this  year  are  receiving  higher 
prices.  For  1963  as  a whole,  prices  to  producers  for  turkeys  may  exceed  the 
21.6  cents  per  pound  in  1962  by  about  1 cent.  The  higher  price  is  explained 
by  the  smaller  per  capita  supplies  this  year  and  by  an  apparent  upward  shift 
in  demand  due  to  rising  consumer  incomes. 

For  1964,  a small  to  moderate  expansion  in  turkey  production  is  in  pros- 
pect. Three  factors  in  particular  support  such  an  expectation.  First,  turkey 
prices  to  producers  in  1963  are  likely  to  average  about  1 cent  or  about  4 
percent  higher  than  the  21.6  cents  per  pound  in  1962.  This  increase  appears 
to  have  more  than  offset  the  concurrent  rise  in  feed  prices.  Second,  the 
trend  toward  greater  efficiency  in  turkey  production  appears  to  have  accel- 
erated this  year.  At  least  this  is  suggested  by  the  earlier  turkey  marketings . 
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Finally,  the  continuation  of  higher  producer  prices  than  in  1962  (22.2  cents 
per  pound  in  September-October ) is  apt  to  discourage  storage  and  lead  to  a 
smaller  carryover  of  frozen  turkey  into  1964  than  the  203  million  pounds 
carried  into  1963* 

It  now  appears  that  the  number  of  turkey  breeder  hens  on  hand  at  the 
beginning  of  the  main  hatching  season  will  be  great  enough  to  support  a size- 
able increase  in  turkey  production  next  year.  Owners  of  breeder  hens  in  15 
States  reported  plans  to  keep  1 percent  more  birds  next  January  1 than  a year 
earlier . 

Turkey  prices  in  the  main  marketing  season  in  1964  will  depend  on  how 
much  expansion  occurs  in  turkey  production.  A moderately  larger  turkey  pro- 
duction in  1964  could  probably  be  absorbed  at  an  average  price  as  high  as  the 
22^  cents  average  currently  estimated  for  1963 • This  is  based  on  prospects 
for  a 4 percent  increase  in  per  capita  disposable  income,  a 1.5  percent  larger 
population,  and  a smaller  carryover  of  frozen  turkey. 

Projections  to  1968:  Recent  analysis  indicates  that  if  current  farm 
programs  continue,  feed  prices  in  1968  will  probably  not  be  much  different  . 
than  in  1963-  However,  further  gains  in  the  efficiency  of  producing  and 
marketing  poultry  and  eggs  over  the  next  5 years  are  expected  to  continue, 
although  at  a slower  pace  than  in  the  past  5 years . During  the  same  period, 
demand  for  poultry  and  eggs  is  likely  to  be  enlarged  by  population  growth  and 
by  further  gains  in  per  capita  incomes.  Despite  the  greater  demand,  somewhat 
lower  prices  are  expected.  Projected  price  declines  to  1968  from  1963  are  as 
follows:  Broilers,  8 percent;  turkeys,  4 percent;  and  eggs,  3 percent.  These 
reductions  are  less  than  half  of  those  in  the  previous  5-year  period,  or 
between  1958  and  1963. 

Egg  and  turkey  production  would  probably  increase  about  as  fast  as  in  the 
last  5 years  but  broiler  output  would  expand  only  about  half  as  fast.  From 
1963  to  1968,  broiler  production  is  projected  to  expand  15  to  20  percent, 
turkey  output  about  20  percent,  and  egg  production  2 to  4 percent.  Higher 
cash  receipts  from  these  3 products  would  much  more  than  offset  lower  returns 
from  farm  chickens.  Thus,  total  cash  receipts  from  poultry  and  eggs  in  1968 
would  reach  $3*4  billion,  up  a little  more  than  5 percent  from  1963* 
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Total  supplies  of  flue-cured  and  burley  for  1 963-64  exceed  those  of  most 
of  the  past  few  years  by  a sizable  margin.  Total  1963-64  supplies  of  fire- 
cured,  dark  air-cured,  and  Maryland  tobacco  are  up  some  from  a year  earlier 
but  those  of  Connecticut  and  Wisconsin  binder  and  the  shade  grown  wrapper  types 
are  indicated  to  be  smaller  than  for  the  previous  year.  Pennsylvania  and  Ohio 
cigar  filler  supplies  may  be  nearly  the  same  as  a year  earlier. 

In  1963  smokers  will  consume  a record  number  of  cigarettes  and  the  most 
cigars  (including  cigarillos)  in  40  years.  Small  declines  are  indicated  for 
smbkihg:  tobacco  and  snuff.  An  increase  in  scrap  chewing  tobacco  about  offsets 
a decline  in  plug  'chewing  thus  holding  total  output  about  even  with  a year 
earlier.  The  1963  exports  of  unmanufactured  tobacco,  which  normally  account 
for  a fourth  of  the  total  market  for  U.  S.  tobacco,  probably  will  be  moderately 
above  a year  earlier. 

Continuing  high  levels  of  income  and  increasing  population  favor  further 
rises  in  cigarette  and  cigar  consumption  in  1964.  Consumption  of  smoking  and 
chewing  tobacco  in  total  may  not  change  appreciably  in  the  year  ahead,  but 
snuff  may  continue  a downward  drift. 

By  the  end  of  1963  an  Advisory  Committee  of  the  Surgeon  General  of  the 
U.  S.  Public  Health  Service  is  scheduled  to  complete  and  submit  a report  on 
smoking  and  health.  Whether  the  outlook  for  tobacco  products  will  be  modified 
to  any  appreciable  extent  by  this  report  cannot  be  foreseen  until  its  contents 
are  made  known  and  can  be  carefully  appraised. 

The  1964  marketing  quota  and  acreage  allotment  for  flue-cured  tobacco 
will  be  announced  by  December  1,  1963,  but  the  Secretaryoof  Agriculture  has 
until  February  1 to  announce  the  1964  quotas  for  burley  and  other  kinds  of 
tobacco.  Referendums  will  be  held  in  which  growers  of  fire-cured  and  dark  air- 
cured  tobaccos  will  vote  on  whether  or  not  to  continue  marketing  quotas  on 
their  1964,  1965  and  1966  crops.  Marketing  quotas  will  definitely  be  in  effect 
for  the  1964  crops  of  flue-cured,  burley,  the  cigar  filler  in  Ohio,  the  binder 
types  in  Wisconsin  and  the  Connecticut  Valley,  and  Maryland  tobacco.  Growers 
of  these  kinds  voted  3 -year  approval  in  referendums  held  during  the  past  2 years. 

Government  price  support  is  mandatory  for  the  tobaccos  produced  under 
marketing  quotas.  The  1963  crop  support  levels  are  1 percent  above  1962  and 
available  data  indicate  that  the  1964  levels  will  be  up  another  1 percent. 

The  1964  support  levels  will  be  established  by  increasing  the  1959  support 
levels  so  as  to  reflect  the  relative  increase  between  (1)  the  1959  parity  index, 
and  (2)  the  average  of  this  index  in  the  years  1961,  1962  and  1963.  The  parity 
index  measures  the  average  change  over  time  in  prices  of  commodities  and  ser- 
vices commonly  bought  by  farm  families. 


- 2 - 


Position  of  Different  Kinds  of  Tobacco 


Flue-cured:  The  1963-64  total  supply  of  this  leading  cigarette  and 
export  tobacco  is  3 percent  larger  than  for  1962-63  and  the  largest  since 
1956-57.  The  1963  crop  is  about  7 percent  smaller  than  last  year's  but  this 
decline  was  more  than  offset  by  a 10  percent  rise  in  carryover.  During  1962- 
63,  the  domestic  use  of  flue-cured  was  down  slightly  in  contrast  to  normal 
expectation,  since  cigarette  manufacture  rose  over  2§-  percent  from.  1961-62 
to  1962-63. 

It  appears  likely  that  some  further  savings  in  use  of  leaf  have  been 
possible  because  of  the  larger  proportion  of  filter  tip  cigarettes  and  perhaps 
some  further  increase  in  use  of  sheet  tobacco.  Exports  of  flue-cured  in  1962- 
63  were  about  11  percent  lower  than  in  1961-62  and  second  smallest  in  8 years. 
Exports  of  flue-cured  in  1963-64  are  expected  to  show  a recovery,  with  the 
better  quality  tobacco  available  from,  the  1963  crop  being  a significant  factor. 

By  early  November,  all  except  about  8 or  9 percent  of  the  flue-cured 
crop  had  been  marketed.  The  1963  crop  price  is  expected  to  average  about  59 
cents  per  pound,  compared  with  60  cents  in  1962.  The  1963  level  of  price 
support  was  56.6  cents  per  pound.  Through  early  November  about  15  percent  of 
market  deliveries  had  been  placed  under  Government  loan,  compared  with  17  per- 
cent in  the  entire  1962  season.  In  each  of  the  last  2 seasons,  placements 
under  Government  loan  were  substantially  greater  than  in  each  of  the  previous 
3 seasons. 

Burley:  The  1963-64  supply  of  burley — second  ranking  cigarette  tobacco 
and  important  to  smoking  and  chewing  products — is  indicated  to  be  about  6 per- 
cent more  than  in  1962-63  and  largest  on  record.  This  year's  production  will 
probably  exceed  last  year's  outturn  to  set  a new  record  and  also  carryover 
rose  about  8 percent  from  a year  earlier.  Average  yields  per  acre  are  esti- 
mated at  a record  high,  with  the  entire  burley  belt  average  probably  exceeding 
a ton  for  the  first  time.  Domestic  use  of  burley  rose  about  1 percent  from 
1961-62  to  1962-63  and  exports  rose  about  a sixth.  Both  domestic  use  and 
exports  in  1962-63  surpassed  any  previous  year.  Burley  auction  markets  will 
start  November  25.  The  1963  crop  support  level  is  58.3  cents  per  pound.  In 
the  1962  season  about  9\  percent  of  the  crop  went  under  Government  loan  in 
contrast  with  considerably  smaller  proportions  in  the  previous  6 seasons. 

Maryland:  The  1963-64  total  supply  of  Maryland  tobacco  is  indicated  to 
be  a little  above  the  1962-63  level  which  was  the  largest  in  about  9 years. 

The  1963  crop  is  down  sharply  due  to  dry  weather  during  much  of  the  growing 
season,  but  the  sharp  rise  in  carryover  from  a year  earlier  more  than  offsets 
this  decline.  Indications  are  that  domestic  use  and  exports  in  1962-63  were 
below  the  preceding  year's  levels.  The  auction  market  average  price  for  mostly 
1962  crop  tobacco  that  was  auctioned  last  spring  and  summer  was  53.5  cents  per 
pound,  the  lowest  in  5 years;  about  15  percent  of  the  crop  went  under  Government 
loan.  The  support  level  for  the  1963  crop  is  51.8  cents  per  pound. 

Fire-etured : The  1963-64  total  supply  of  Virginia  fire-cured  tobacco  is 
below  a year  earlier  due  to  a short  crpp  but,  of  Kentucky-Tennessee  fire-cured 
is  significantly  above  last  year's  long-time  low.  In  1962-63,  domestic  use  of 
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the  fire-cured  types  showed  an  increase  towards  more  normal  usings  after  the 
uncertainty  arising  from  the  rather  erratic  figures  for  1961-62.  Snuff  is  the 
principal  domestic  outlet.  Exports  of  Kentucky-Tennessee  fire-cured  in  1962-63 
dropped  substantially  below  the  unusually  high  figure  of  1961-62.  The  1963 
support  level  for  fire-cured  tobacco  is  39.6  cents  per  pound. 

Dark  Air-oured  and  Sun-bured:  The  1963-64  total  supply  of  dark  air-cured 
tobacco  is  up  moderately  from  a year  earlier  but  there  is  less  sun-cured  because 
of  the  short  crop.  Domestic  use  of  dark  air-cured  showed  quite'  a drop  but  there 
was  a rise  in  use  of  sun-cured.  The  principal  outlet  for  these  types  is  chewing 
tobacco.  Exports  (mainly  in  the  form  of  Black  Fat)  were  fairly  near  those  of  a 
year  earlier.  The  support  level  for  1963  crops  of  dark  air-  and  sun-cured 
tobacco  is  35*2  cents  per  pound. 

Cigar  Filler:  The  1963-64  supplies  of  Pennsylvania  and  Ohio  cigar  filler 
types  are  close  to  the  levels  of  a year  earlier,  the  highest  for  several  years. 
Though  production  of  these  types  is  down, i this  was  offset  by  increase  in  carry- 
over from,  a year  earlier.  Last  season's  crop  of  Puerto  Rican  filler  was  the 
largest  in  many  years  and  October  1,  1963,  stocks  were  the  highest  since  1958. 
Domestic  use  of  the  Pennsylvania  and  Ohio  filler  types  increased  substantially 
in  the  past  year  but  use  of  Puerto  Rican  filler  dropped  considerably  below  the 
comparatively  high  level  of  a year  earlier.  Use  of  Cuban  tobacco  (out  of  stocks 
brought  here  before  the  embargo)  has  declined  sharply  and  use  of  Philippine, 
Colombian,  Dominican  and  Brazilian  tobaccos  increased  substantially.  Smaller, 
though  significantly-increased  quantities,  also  came  from  Indonesia,  Paraguay, 
Mexico  and  Argentina. 

Cigar  Binder:  The  1963-64  supplies  of  the  Connecticut  Valley  binder 
types  will  reach  a new  low.  Production  this  year  is  indicated  to  be  down  a 
little  and  carryovers  also  continue  to  decline.  However,  domestic  use,  parti- 
cularly of  Broadleaf,  showed  a significant  increase  in  the  past  year. 

The  1963-64  supply  of  Southern  Wisconsin  tobacco  is  fairly  near  that  of 
a year  earlier  but,  of  Northern  Wisconsin  tobacco  is  down  some.  Production 
is  indicated  to  be  below  last  year's  for  both  types;  carryover  of  Southern 
Wisconsin  tobacco  rose  but,  of  Northern  Wisconsin  declined  a little.  Domestic 
use  of  Northern  Wisconsin  was  a little  above  the  comparatively  low  figure  of  a 
year  earlier,  but  use  of  Southern  Wisconsin  tobacco  dropped  considerably  below 
the  5 -year  high  of  a year  earlier. 

Shade-grown  Cigar  Wrapper:  The  1963-64  total  supply  of  Connecticut 
Valley  wrapper  is  a little  lower  and,  of  Georgia-Florida  wrapper,  appreciably 
lower  than  a year  earlier.  Production  is  indicated  to  be  down  a little  in  thee 
Connecticut  Valley  and  down  considerably  in  Georgia-Florida.  Carryover  of  the 
Connecticut  Valley  wrapper  was  fairly  close  to  a year  earlier  but  carryover  of 
Georgia-Florida  wrapper  declined  more  than  a tenth.  Total  domestic  use  of 
shade-grown  wrapper  tobacco  slightly  exceeded  the  preceding  year's  high  but 
exports  (a  significant  outlet  for  the  wrapper  types)  showed  a moderate  decline. 


Tobacco  Products 


Cigarettes:  The  1963  output  of  cigarettes  is  estimated  at  550  billion — 
about  3 percent  above  1962  and  a new  record.  Consumption  by  U.  S.  smokers  is 
estimated  to  have  risen  by  about  this  same  percentage  and  will  absorb  about 
95  percent  of  the  output.  U.  S.  per^capita  consumption  (15  years  and  over) 
rose  about  1 percent  in  1963  to  a new  high  following  the  slight  decline  in 
1962.  Indications  are  that  the  use  of  tobacco  per  1,000  cigarettes  (unstemmed 
processing  weight)  continues  to  decline,  and  it  is  likely  that  the  increase  in 
1963  cigarette  output  will  not  be  accompanied  by  a proportionate  gain  in  total 
tobacco  used  for  this  purpose.  Retail  prices  of  cigarettes  were  increased  in 
April -July  1963  due  to  a number  of  raises  in  State  and  local  taxes  on  cigarettes 
and  a general  advance  in  prices  of  nonfilter  tip  cigarettes  at  the  manufacturer 
level . 

Cigars  (including  cigarillos):  The  1963  consumption  of  cigars  and 
cigarillos  is  estimated  at  about!  7.2  billion — 1^-2  percent  over  the  level  of  the 
previous  3 years  when  cigar  consumption  showed  little  change.  Cigar  and 
cigarillo  consumption  per  male,  18  years  and  over,  in  1963  is  estimated  to  be 
up  seven-tenths  of  one  percent  from,  a year  earlier.  Puerto  Rican  factories 
now  accountffor  about  8 percent  of  the  total  output  compared  with  about  3 percent 
in  I960. 

Smoking  Tobacco:  The  1963  output  of  smoking  tobacco  for  pipes  and  roll- 
your-own  cigarettes  is  estimated  at  about  6 9^  million  pounds — about  2 percent 
below  1962  and  lowest  this  century.  Imports  of  pipe-smoking  tobacco  continue 
to  increase  and  will  comprise  about  3 percent  of  total  1963  consumption.  Con- 
sumption of  smoking  tobacco  per  male,  18  years  and  over,  was  about  2 percent 
less  than  in  1962  and  8 percent  below  the  1957-59  average. 

Chewing  Tobacco  and  Snuff:  The  1963  output  of  chewing  tobacco  may  be 
near  65  million  pounds,  about  the  same  as  last  year.  An  increase  in  scrap  chew- 
ing tobacco  about  offsets  a decline  in  plug  chewing.  Consumption  of  all  chewing 
tobaccos  per  male,  18  years  and  over,  held  about  even  with  a year  earlier  but 
was  down  more  than  a tenth  from  the  1957-59  average. 

The  1963  output  of  snuff  is  estimated  at  32^  million  pounds,  2 percent 
lower  than  in  1962  and  the  lowest  in  many  years.  Per  capita  consumption  (15 
years  and  over)  is  about  4 percent  lower  than  last  year  and  about  an  eighth 
lower  than  the  1957-59  average. 

Exports  and  Imports 

Exports  of  unmanufactured  tobacco  in  calendar  1963  are  expected  to 
total  about"  505  million  pounds  (about  570  million  pounds,  farm-sales  weight)  — 
approximately  8 percent  above  1962  when  they  were  second  lowest  in  8 years.  For 
the  year  ending  June  30,  1964-,  exports  are  also  expected  to  be  up  moderately 
from,  the  preceding  year.  In  July  1962 -June  1963 , the  major  downturn  in  exports 
was  to  Britain.  Contributing  to  the  expected  pick-up  in  exports  are  the  better 
quality  flue-cured  available  compared  with  1962,  reduced  flue-cured  crops  of 
major  foreign  producers,  and  lower  stocks  of  U.  S.  flue-cured  in  the  United  King- 
dom.. 
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From  a longer-term  standpoint,  rising  world  consumption,  high  levels 
economic  activity  abroad,  and  the  favorable  gold  and  dollar  position  of  many 
countries  should  assist  U.  S.  tobacco  exports.  However,  balanced  against  this 
will  be  the  intensified  foreign  competition  and  trade  restrictions  which  will 
continue  to  hamper  U.  S.  tobacco  exports.  European  Common  Market  duties  are 
disadvantageous  to  U.  S.  tobacco  unless  changed  in  forthcoming  tariff  negotia- 
tions . 


In  Britain  during  April -July  1962,  total  use  of  flue-cured  tobacco  (gross 
clearances)  dropped  11  percent  below  the  same  months  a year  earlier.  This 
decline  has  generally  been  attributed  to  the  publicity  accompanying  issuance  of 
a report  on  smoking  and  health.  For  1962  as  a whole,  there  was  a 3 percent  drop 
in  cigarette  sales  and  an  intensified  trend  towards  filter  tip  cigarettes  set 
in;  filter  tip  cigarettes  require  less  tobacco  filler  per  cigarette  than  non- 
filter tips.  During  1963,  April-July,  tobacco  clearances  were  7 percent  above 
the  slump  level  of  a year  earlier,  but  still  below  two  years  earlier. 

Imports  for  consumption  of  foreign  cigarette  leaf  rose  substantially 
from.  1957  to  1961  but  have  increased  only  a little  further  in  1962  and  1963. 

In  the  past  year  there  were  fairly  sharp  increases  in  the  average  value  per 
pound  of  tobacco  arriving  from  Turkey  and  Greece,  the  leading  sources  of 
cigarette  leaf  imported  into  this  country. 


Flue-cured  and  Burley  Tobacco  Requirements  Projected  to  1968 


Underlying  these  projections  is  the  assumption  that  employment  and 
per  capita  disposable  income  will  increase  appreciably  by  1968  and  that  the 
state  of  the  economy  then  will  continue  to  be  prosperous  and  still  expanding. 

Also  assumed  is  that  prices  as  a whole  and  for  tobacco  and  tobacco  products 
will  remain  relatively  stable  and  near  present  levels. 

The  1968  quantities  of  flue-cured  and  burley  that  will  be  needed  for 
this  country's  consumption  and  especially  for  export  to  foreign  countries  depend 
on  some  factors  that  at  this  time  cannot  be  evaluated  very  satisfactorily.  The 
level  of  cigarette  consumption  by  U.  S.  smokers  in  1968  is  probably  more  pre- 
dictable than  the  exports  of  leaf  tobacco  which  are  affected  by  numerous  policies 
and  actions  in  foreign  customer  and  competitor  countries.  The  possible  effects 
of  the  impending  smoking -health  report  by  the  Advisory  Committee  of  the  Surgeon 
General  on  U.  S.  consumption  and  exports  of  tobacco  were  not  evaluated  in  devel- 
oping these  projections. 

Cigarette  output  in  this  country  in  1968  is  projected  at  630  billion — 

80  billion  or  one-seventh  above  the  1963  estimate.  Approximately  595  billion 
are  expected  to  be  needed  for  U.  S.  smokers  and  35  billion  for  export  abroad  and 
shipments  to  U.  S.  Islands.  The  increase  in  population  of  smoking  age  from 
1963  to  1968  will  be  about  9 percent,  and  the  number  of  cigarette  smokers  may 
go  up  even  more  than  this  as  the  proportion  of  women  smokers  increases.  The  per 
capita  (15  years  and  over)  consumption  of  cigarettes  in  1968  is  projected  at 
4,200 — nearly  5 percent  above  1963. 


Flue-cured  and  burley  tobacco  are  also  used  in  smoking  and  chewing 
tobacco  but  the  volume  consumed  in  these  forms  is  relatively  small  compared 
with  the  volume  used  in  cigarettes.  It  is  expected  that  the  quantity  of 
tobacco  required  by  these  products  will  decline  some  by  1968. 

The  cigarette  output  and  other  tobacco  product  output  in  1968  may 
require  about  880  million,  pounds  (farm-sales  weight)  of  flue-cured  and  595 
million  pounds  of  burley.  Use  of  both  kinds  at  these  projected  levels  would 
be  up  about  an  eighth  from  the  recent  2-year  average.  Based  on  recent  trends, 
the  use  of  burley  in  cigarettes  might  increase  slightly  more  than  flue-cured 
on  a relative  basis;  but  a decline  in  smoking  and  chewing  tobacco  would  have 
an  offsetting  effect  on  burley  since  a larger  proportion  of  burley  than  flue-c  | 
cured  goes  into  these  products.  These  projected  increases  of  total  usings  of 
flue-cured  and  burley  in  the  next  5 years  exceed  the  increases  that  have 
occurred  in  the  past  5 years.  By  coincidence,  the  absolute  increase  in  total 
cigarette  output  from.  1958  to  1963  and  that  projected  from  1963  to  1968  are 
the  same.  However,  it  was  assumed  that  cigarette  manufacturers  have  gone 
almost  (though  not  entirely)  as  far  as  they  can  in  utilizing  tobacco  sheet  and  , 
stem  material  in  cigarette  blends.  Therefore,  the  raw  material  savings  that 
can  be  effected  by  this  means  in  the  next  5 years  will  be  less  than  in  the 
past  5 years. 

Exports  of  flue-cured  tobacco  and  burley  tobacco  are  projected  in  1968 
at  485  million  and  60  rjillion  pounds  (farm-sales  weight),  respectively.  U.  S.  | 
tobacco  will  continue  to  meet  stiff  competition  from  abroad  but  with  increasing 
attention  beingppaid  to  quality  there  should  be  some  gain  over  the  average  export 
level  of  recent  years.  Hopefully,  some  trade  barriers  may  be  lowered,  but  it 
seems  likely  they  will  still  be  a significant  influence  hampering  the  export  of 
U.  S.  tobacco. 

The  1968  projections  of  total  disappearances  (domestic  use  plus  exports) 
of  flue-cured  and  burley  tobacco  are  1,365  and  655  million  pounds,  respectively. 
These  are  about  8 to  10  percent  above  the  current  levels  of  disappearances. 
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THE  OUTLOOK  FOR  FRUITS  AND  TREE  NUTS  IN  1964 
Talk  by  Ben  E.  Pubols 

Economic  and  Statistical  Analysis  Division 
at  the  4lst  Annual  Agricultural  Outlook  Conference 
Washington,  D.  C.,  9:15  a.m.,  Thursday,  November  21,  1963 

General  Supply  and  Demand  Prospects 

Reduced  supplies,  increased  consumer  demand,  and  relatively  high  prices 
are  important  elements  in  the  outlook  for  fresh  and  processed  fruits  from 
this  fall  to  mid-1964.  Prospective  supply  reductions  appear  to  be  the  larg- 
est for  fresh  pears,  canned  fruits,  and  frozen  citrus  juices.  Supplies  of 
raisins  and  edible  tree  nuts  are  expected  to  be  up. 

Export  Outlook 

Prospects  for  U.  S.  exports  of  fresh  and  processed  fruit  during  the 
1963-64  season  are  generally  less  favorable  than  a year  ago.  For  fresh 
apples  and  pears,  the  outlook  is  not  as  good  because  of  reduced  U.  S.  produc- 
tion, especially  the  short  pear  crop,  and  expected  larger  crops  in  Western 
Europe,  important  foreign  market  for  U.  S.  fruit.  Orange  exports  to  European 
markets  will  face  competition  of  expected  increased  supplies  in  producing 
countries  of  the  Mediterranean  Basin. 

Exports  of  citrus  juices  and  dried  prunes  will  be  limited  by  reduced 
U.  S.  supplies.  In  contrast,  export  prospects  continue  bright  for  canned 
peaches,  pineapples,  and  fruit  cocktail.  Raisin  exports  are  expected  to  be 
up  considerably  because  of  the  sharp  increase  in  California  output. 

Citrus .Fruit 

Early-season  prospects  point  to  a 1963-64  U.  S.  citrus  crop  (excluding 
California  Valencias)  moderately  smaller  than  the  1962-63  crop,  which  was  cut 
severely  by  last  winter's  freezes.  Prospective  production  of  early,  midseason, 
and  Navel  oranges  is  about  one-fourth  below  the  reduced  1962-63  harvest  and 
one-third  below  the  1957“6l  average.  An  expected  sharp  drop  in  Florida,  where 
freeze  loss  of  bearing  wood  was  heavy,  will  mu*h  more  than  offset  probable 
substantial  gains  in  California  and  Arizona. 

The  Florida  Valencia  crop  is  expected  to  be  about  one-fourth  above  the 
light  1962-63  harvest  but  still  well  below  average.  Total  Florida  production 
in  prospect  is  only  a little  more  than  half  the  volume  expected  last  year 
before  the  freeze,  and  moderately  less  than  the  volume  harvested,  including 
salvaged  oranges.  Prospects  this  fall  are  favorable  for  a good  crop  of  Cali- 
fornia Valencias  next  spring  and  summer. 

Grapefruit  production  also  is  expected  to  be  lighter  in  1963-64  than  last 
season  because  of  a smaller  Florida  crop.  The  reduction  from  last  season  is 
in  "seeded"  varieties.  Prospective  production  of  seedless  varieties  is  actu- 
ally a little  above  last  season  and  the  average.  Prospects  for  the  new  lemon 
crop  are  more  favorable  than  a year  ago. 
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Orange  and  grapefruit  production  is  expected  to  increase  over  the  next 
few  years  as  Florida  and  Texas  groves  recover  further  from  freeze  damage , and 
as  newly -planted  trees  start  to  hear.  Florida  citrus  trees  damaged  hy  cold 
weather  have  already  made  remarkable  recovery  in  appearance  and  new  growth, 
and  undamaged  trees  have  attained  an  excellent  condition.  Assuming  generally 
favorable  weather,  production  should  reach  the  pre-freeze  volume  in  a few  years, 
then  expand  further. 

Market  prospects  for  Florida  oranges  and  grapefruit  appear  more  favorable 
this  fall  than  last,  when  large  crops  were  expected  and  carryover  stocks  of 
processed  citrus  juices  were  up  sharply.  After  January  1,  supplies  of  fresh 
citrus  probably  will  be  larger  than  in  the  first  half  of  1963  and  permit 
marketings  to  extend  further  into  spring.  Prices  probably  will  continue  rel- 
atively high. 

Output  of  Florida  canned  and  frozen  citrus  juices  in  1963-64,  as  in 
1962-63,  is  expected  to  be  much  below  the  large  volume  of  preceding  years. 

With  carryover  stocks  down  considerably  from  a year  ago,  supplies  will  continue 
relatively  small  and  retail  prices  high. 

Deciduous  Fruit 

Deciduous  fruit  production  probably  will  be  a little  larger  in  1964  than 
the  above-average  1963  crop,  if  the  weather  is  favorable.  Increases  over 
light  1963  crops  can  be  expected  for  sweet  and  sour  cherries,  pears,  and 
prunes.  Apple  and  peach  production  may  be  up.  Decreases  from  this  year’s 
record  production  appear  probable  for  fresh  plums  and  grapes.  For  other 
important  fruits,  changes  may  not  be  very  large. 

Over  the  next  few  years,  total  production  of  deciduous  fruits  is 
expected  to  trend  slowly  upward.  Increases  seem  most  likely  for  apples, 
peaches,  and  cranberries.  Grape  and  sour  cherry  production  probably  will 
continue  at  least  at  recent  high  levels.  Underlying  the  increases  are  new 
plantings,  growth  of  bearing  trees,  and  continued  improvement  in  cultural 
practices. 

Although  total  production  of  deciduous  fruits  was  almost  as  large  in 
1963  as  in  1962,  some  crops  were  down  sharply  while  others  were  record  large. 
The  cherry,  pear,  and  Pacific  Northwest  prune  crops  were  much  smaller  than  in 
1962,  but  the  apricot,  grape,  and  fresh  plum  crops  were  up  substantially,  the 
latter  two  to  new  peaks.  The  apple  and  peach  crops  were  near  1962  output. 

The  1963  season  also  was  marked  by  large  geographic  changes  in  production  of 
several  fruits,  including  apples,  peaches,  and  cranberries.  Grower  prices  for 
1963  fruit  crops  for  both  fresh  market  shipment  and  processing  have  tended  to 
average  above  1962  levels. 

Price  prospects  this  fall  and  winter  for  the  remaining  supplies  of  1963- 
crop  fruits  continue  generally  favorable.  Prices  of  fresh  pears  are  expected 
to  stay  high  because  of  the  light  supplies  in  cold  storage. 
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Because  of  decreased  production  of  a number  of  fruits  usually  processed 
in  large  volume,  the  1963  U.  S.  packs  of  canned  and  frozen  fruits,  not  yet 
completed,  are  expected  to  be  moderately  below  last  year.  But  dried  fruit 
production  will  be  up  moderately  because  of  a sharp  increase  in  raisins. 

Retail  prices  for  canned  fruits,  which  advanced  last  spring,  are  expected  to 
remain  relatively  high. 

Tree  Nuts 

Production  of  edible  tree  nuts --almonds,  filberts,  walnuts,  and  pecans — 
is  expected  to  trend  upward  over  the  next  few  years.  However,  1964  production 
is  likely  to  be  below  the  1963  record.  The  pecan  crop  probably  will  be  some- 
what under  the  1963  record,  and  the  almond  crop  also  may  be  smaller.  The  1963 
crop  of  the  4 edible  tree  nuts  totals  about  308*000  tons,  80  percent  above 
1962  and  14  percent  above  the  previous  record  in  1961.  Each  nut  crop  is 
heavier  than  last  year.  Price  prospects  for  the  1963  crops,  except  filberts, 
appear  less  favorable  than  last  year. 
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OUTLOOK  FOR  WHEAT  IN  1964- 


Talk  by  William  R.  Askew 
Economic  and  Statistical  Analysis  Division 
at  the  4-lst  Annual  Agricultural  Outlook  Conference 
Washington,  D.  C.,  10:25  A.  M.,  Thursday,  November  21,  1963 


Two  unprecedented  events  in  1963  have  substantially  changed  the  outlook 
for  wheat.  Last  May,  farmers  rejected,  for  the  first  time,  a marketing  quota 
price  support  program.  The  referendum  on  the  1964-  program  was  put  before 
approximately  2.2  million  farm  voters,  of  which  about  1.2  million  expressed 
themselves.  Slightly  less  than  half  of  the  voters  approved  the  referendum 
whereas  a two-thirds  approval  was  required.  The  second  event,  also  without 
precedent,  involves  an  expected  record  level  of  wheat  exports  of  one  billion 
bushels  in  the  1963-64-  marketing  year,  of  which  it  is  anticipated  that  about 
200  million  will  be  shipped  to  the  Soviet  Union  and  Eastern  European  Bloc 
nations.  This  would  be  the  first  such  large  scale  agricultural  trade  with 
these  countries  since  before  World  War  II. 

Outlook  for  1964- 

The  outlook  for  most  of  the  current  1963-64-  year  is  characterized  by  a 
good  demand  and  a tight  privately  held  supply,  conditions  that  indicate 
strong  prices . However,  toward  the  end  of  the  1963-64-  marketing  year  the 
approaching  1964-  crop  and  its  much  lower  price  support  rate  will  have  a 
pronounced  effect  on  the  wheat  economy.  Uncertainty  in  the  long  run  outlook 
stems  from  the  fact  that  wheat  farmers  for  a number  of  years  have  not  faced 
the  same  conditions  and  alternatives  they  now  have  open  to  them.  For  the 
last  10  years,  they  have  operated  under  a mandatory  control  program  with 
individual  farm  acreage  allotments  and  a support  price  for  all  production 
on  their  allotment.  Under  the  1964-  program,  effectuated  by  last  May's  wheat 
referendum,  price  support  will  be  lower  than  for  many  years.  Farmers  may 
ignore  their  allotments  and  forego  price  support  without  the  direct  finan- 
cial penalties  that  were  in  effect  under  a marketing  quota  program.  However, 
should  they  exceed  allotments,  they  will  lose  part  of  their  acreage  history 
and  any  payments  they  may  be  receiving  under  Soil  Bank  contracts.  Any  loss 
of  acreage  history  will  be  reflected  in  1966  acreage  allotments. 

The  first  real  measure  of  the  extent  of  noncompliance  with  acreage 
allotments  will  come  when  the  official  winter  wheat  seeding  report  is 
issued  in  mid-December.  A sharp  drop  in  prices  in  1964-  is  likely  since 
price  support  for  the  1964-  crop  under  present  legislation  is  to.  be  50  per- 
cent of  the  July  1964-  parity.  Based  on  present  parity,  this  would  be  about 
$1.25  per  bushel.  Price  support  will  be  available  only  to  those  farmers 
complying  with  allotments 

The  Current  Situation 

The  1963-64-  marketing  year  started  off  with  a supply  substantially  less 
than  the  record  level  of  i960  and  the  third  consecutive  reduction.  Heavy 
exports  during  the- last  few  years  and  special  wheat  stabilization  programs 
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for  both  the  1962  and  1963  crops  contributed  to  the  decline  in  the  supply 
for  1963-64.  As  a result,  the  total  supply  of  wheat  in  the  United  States 
during  the  current  year  is  2,333  million  bushels,  87  million  below  the 
supply  a year  earlier (see  table).  Domestic  disappearance  in  1963-64  is  ex- 
pected to  be  somewhat  larger  than  in  most  recent  years,  due  entirely  to  an 
anticipated  increase  in  the  quantity  of  wheat  used  for  seed.  Such  an  in- 
crease in  seed  use  is  based  on  the  assumption  that  some  farmers  will  increase 
their  wheat  seedings  in  the  absence  of  a mandatory  wheat  control  program. 

Reports  at  this  time  provide  no  basis  for  estimating  the  acreages 
seeded.  They  do  indicate,  however,  that  in  the  important  Southwest-producing 
States  and  to  some  extent  in  the  Corn  Belt,  seeding  operations  ran  behind 
schedule  as  a result  of  moisture  deficiency.  Crop  development  was  also  de- 
layed by  continued  moisture  shortage  and  unseasonably  high  temperatures 
during  much  of  October.  For  the  present,  we  will  assume  that  farmers  will 
plant  about  60  million  acres  to  wheat  and  will  use  approximately  70  million 
bushels  of  seed  wheat.  An  acreage  of  this  size  would  be  about  5 million 
more  than  was  normally  planted  under  the  old  55 “million-acre  allotment  pro- 
gram and  would  be  about  10  million  acres  above  the  1964  allotment  of  49.5 
million  acres.  Use  of  wheat  for  food  in  the  U.  S.  is  placed  at  5CQ.  mil- 
lion bushels  and  that  for  feed  at  about  33  million.  Both  of  these  are  at 
about  the  same  level  as  in  1962-63.  Food,  seed,  and  feed  uses  place  total 
domestic  disappearance  at  about  600  million  bushels. 

Based  on  current  world  demand  and  including  an  allowance  for  sales  to 
the  Soviet  Union  and  Eastern  Europe,  U.S.  wheat  exports  are  expected  to 
total  a billion  bushels  during  1963-64.  This  would  be  substantially  above 
last  year's  639  million  bushels  and  present  record  export  of  720  million 
established  in  1961-62.  The  sharp  increase  in  exports  anticipated  this  year 
is  due  to  a poor  harvest  in  Europe  and  the  Soviet  Union.  Western  European 
crops  have  been  harvested  under  extremely  wet  conditions  and  much  of  the 
wheat  will  not  be  suitable  even  for  blending  with  imported  wheats  for  bread 
flour.  In  the  Soviet  Union,  severe  weather  conditions  in  the  Ukraine  Region 
drastically  reduced  the  yields  of  winter  wheat  and  the  fourth  successive 
year  of  drought  in  the  New  Lands  cut  production  of  spring  wheat.  As  a 
result,  the  USSR  has  shifted  from  an  exporting  nation  to  become  a major  im- 
porter of  wheat.  After  first  taking  large  quantities  from  both  Canada  and 
Australia,  they  indicated  a desire  to  purchase  U.S.  wheat.  On  October 
the  President  stated  that  the  United  States  would  sell  wheat  to  the  Soviet 
Union  and  Eastern  European  Bloc  countries,  our  first  such  sales  to  these 
countries  since  World  War  II.  Exports  to  the  Soviet  Bloc  will  be  handled 
by  the  private  trade  and  the  transactions  will  follow  the  same  procedures 
as  other  commercial  sales. 

With  a total  disappearance  of  about  1,600  million  bushels,  the  carryover 
on  July  1,  1964,  will  be  substantially  reduced.  The  expected  reduction  will 
be  465  million  bushels  and  would  place  the  ending  carryover  at  730  million. 
This  would  be  the  smallest  carryover  level  since  1953. 

Prices 


Prices  of  most  classes  of  wheat  at  major  markets  have  registered  new 
strength,  reflecting  a relatively  short  supply  of  privately-held  wheat, 
the  recent  surge  in  export  demand,  and  the  apparent  tight  holding  by 
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farmers.  Through  September  1963^  114-  million  bushels  of  new-crop  wheat 
had  been  placed  under  price  support  loan  and  purchase  agreement.  This  was 
about  21  million  bushels  below  the  quantity  of  1962-crop  under  loan  through 
September  1962.  Prices  at  many  locations,  including  some  terminal  markets, 
have  risen  to  the  CCC  minimum  resale  price.  This  has  resulted  in  the 
Commodity  Credit  Corporation  selling  substantial  amounts  of  wheat  under  the 
formula  resale  provision,  compared  with  only  negligible  amounts  a year  ear- 
lier. Farm  prices  have  also  been  strong,  reflecting  the  increased  market 
activity.  The  average  price  received  by  farmers  in  October  was  $1.94-  per 
bushel,  10  cents  above  the  price  received  in  September.  The  price  received 
in  October  was  12  cents  above  the  national  average  loan  rate  of  $1.82.  How- 
ever, the  average  price  received  by  farmers  during  July-October  this  year 
was  16  cents  per  bushel  below  the  same  period  last  year. 

With  a high  level  of  demand,  the  season  average  price  received  by 
farmers  in  1963-64-  probably  will  be  moderately  above  the  national  average 
loan  rate  of  $1.82.  It  should  be  remembered  that  a high  but  effective 
ceiling  is  put  on  prices  through  CCC's  large  stocks  and  their  statutory 
minimum  selling  authority.  For  this  reason,  farmers  will  enjoy  increased 
benefits  from  the  excellent  demand  but  cannot  expect  an  unlimited  price 
rise. 

Situation  by  Classes 

The  record  level  of  exports  currently  forecast  for  1963-64-  will  have  a 
very  noticeable  impact  on  every  class  of  wheat  (see  table).  Although  it  is 
anticipated  that  the  Soviet  Bloc  purchases  will  be  largely  of  hard  winter, 
because  of  availabilities  and  price  relationships,  it  should  be  noted  that 
the  following  estimates  were  made  without  any  indication  of  what  classes 
and  exact  quantities  the  Soviet  Union  would  buy.  Exports  of  each  class,  ex- 
cept durum,  are  expected  to  be  at  or  near  record  levels.  Exports  of  hard 
winter  may  reach  720  million  bushels  and  those  of  white  wheat  about  l4-0  mil- 
lion. Soft  red  winter  and  hard  spring  exports  are  currently  estimated  at  71 
million  and  6o  million  bushels,  respectively.  Exports  of  durum  are  expected 
to  be  only  about  8 million  bushels,  twice  the  very  small  exports  of  1962-63 
but  only  half  of  the  high  level  of  1961-62.  Based  on  current  requirements 
of  the  usual  buyers  of  U.S.  wheat,  exports  of  soft  wheats  and  durum  probably 
would  rise  to  about  the  levels  indicated  even  without  the  Soviet  sales  al- 
though this  would  not  be  true  to  the  same  extent  for  hard  red  wheats. 

The  carryover  of  730  million  bushels  on  July  1,  1964-,  will  still  be 
largely  composed  of  hard  red  wheats.  The  hard  winter  carryover  may  total 
4-95  million  bushels,  down  4-4-4-  million  from  a year  earlier  but  still  two-thirds 
of  the  total  wheat  carryover.  Hard  spring  carryover  may  total  around  162  mil- 
lion bushels,  down  30  million  from  a year  earlier  but  about  one-fifth  of  the 
total.  The  other  hard  wheat — durum — is  expected  to  show  an  increase  of  15 
million  bushels  from  the  1963  carryover  to  a total  of  6l  million  bushels  on 
July  1,  1964-.  By  contrast,  carryover  stocks  of  soft  wheats  will  be  ex- 
ceptionally small.  The  carryover  of  soft  red  winter  may  total  only  4-  million 
bushels — a record  low — and  that  of  white  only  8 million,  equaling  the  low  of 
both  194-6  and  194-7. 


Table  1.-  Wheat:  Estimated  supply  and  distribution  by  classes 
United  States,  average  1957“6l  and  annual  1961-63 


Item 

Hard 

red 

winter 

Soft 

red 

winter 

Hard 

red 

spring 

Durum 

White 

Total 

Mil. 

Mil. 

Mil. 

Mil. 

Mil. 

Mil. 

Average  1957-61 

bu. 

bu. 

bu. 

bu. 

bu. 

bu. 

Carryover,  July  1 

860 

12 

221 

20 

49 

1,162 

Production 

687 

179 

171 

27 

161 

1,225 

Imports  1/ 

— 

— 

8 

— 

— 

8 

Supply 

1,547 

191 

400 

47 

210 

2,395 

Exports  2/ 

335 

45 

42 

5 

120 

547 

Domestic  disappearance  3/ 

264 

131 

139 

24 

45 

603 

Carryover,  June  30 

948 

15 

219 

18 

45 

1,245 

1961-62 

Carryover,  July  1,  1961 

1,104 

12 

237 

20 

38 

1,411 

Production 

754 

202 

116 

21 

142 

1,235 

Imports  1/ 

— 

6 

— 

— 

6 

Supply 

1,858 

254 

359 

41 

180 

2,652 

Exports  2/ 

487 

56 

42 

16 

119 

720 

Domestic  disappearance  3/ 

286 

134 

130 

20 

4o 

610 

Carryover,  June  30,  1962 

1,085 

24 

187 

5 

21 

1,322 

1962-63  4/ 

Carryover,  July  1,  1962 

1,085 

24 

187 

5 

21 

1,322 

Production 

536 

155 

176 

72 

154 

1,093 

Imports  1/ 

— 

— 

5 

— 

— 

5 

Supply 

1,621 

179 

368 

77 

175 

2,420 

Exports  2/ 

434 

40 

39 

4 

122 

639 

Domestic  disappearance  3/ 

248 

134 

137 

27 

40 

586 

Carryover,  June  30,  1963 

939 

5 

192 

46 

13 

1,195 

1963-64  4/  5/ 

Carryover,  July  1,  1963 

939 

5 

192 

46 

13 

1,195 

Production 

536 

205 

165 

51 

176 

1,133 

Imports  1/ 

— 

— 

5 

— 

— 

5 

Supply 

Exports  2/ 

1,475 

210 

362 

97 

189 

2,333 

720 

71 

60 

8 

141 

1,000 

Domestic  disappearance  3/ 
Carryover,  June  30,  1964 

260 

135 

140 

28 

4o 

603 

4 

162 

6l 

8 

730 

1/  Excludes  imports  for  milling-in  bond  and  export  as  flour.  2 / Includes 
exports  for  relief  or  charity  by  individuals  and  private  agencies.  3/  Wheat 
for  food  (including  military  food  use  at  home  and  abroad),  feed,  seed  and 
industry.  Includes  shipments  to  U.  S.  Territories.  4/  Preliminary.  5/  Im- 
ports and  distribution  items  are  projected. 

Note : -Figure s by  classes  in  this  table  are  not  based  on  survey  or  enumer- 
ation data  and  are  therefore  only  approximations. 
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OUTLOOK  FOR  RICE  IN  1964- 


Statement  by  William  R.  Askew 
Economic  and  Statistical  Analysis  Division 
for  the  4-lst  Annual  Agricultural  Outlook  Conference 
Washington,  D.  C.,  Wednesday,  November  20,  1963 


Large  Supply 

The  rice  outlook  in  1963-64-  is  highlighted  by  a record  crop  and  the 
largest  supply  since  1956.  The  1963  crop,  based  on  the  October  Crop  Report, 
is  estimated  at  67.3  million  hundredweight  and  the  total  supply  is  placed 
at  75.1  million.  The  supply  also  includes  the  August  1,  1963,  carryover  of 
7.7  million  cwt.  and  an  allowance  for  a small  quantity  of  imports  (see  table). 
A supply  of  this  size  is  8 percent  above  last  year's  large  supply  and  about 
14-  percent  above  the  1957-61  average. 


Heavy  Demand 
Expected 


Total  domestic  disappearance  in  1963-64-  is  expected  to  be  about  29-5 
million  cwt.  with  that  for  food  use  totaling  about  22.0  million.  This 
quantity  for  food  use  would  be  a moderate  increase  from  the  relatively  small 
amount  of  21.1  million  cwt.  in  1962-63.  Although  the  small  per  capita  con- 
sumption of  rice  has  held  stable,  population  growth  has  been  the  major 
factor  in  increasing  the  quantity  of  rice  used  for  food  in  the  United  States. 
Rice,  alone,  has  resisted  the  downward  trend  in  per  capita  consumption  of 
cereal  grains  in  this  country.  The  use  of  rice  by  the  brewing  industry  and 
that  used  for  seed  are  both  expected  to  be  about  the  same  in  1963-64-  as  in 
recent  years,  about  5-0  million  and  2.5  million  cwt.,  respectively. 

Exports  of  rice  in  1963-64-  are  currently  estimated  at  36. 0 million 
cwt.,  slightly  above  the  35*6  million  exported  last  year  but  somewhat  below 
the  record  of  37-5  million  set  in  1956-57*  Registrations  for  export  totaled 
about  7*0  million  cwt.  (rough  basis)  from  August  1 through  October  29  this 
year,  about  1 million  above  that  registered  for  the  same  period  in  1962. 
However,  the  export  estimates  are  subject  to  more  than  the  usual  uncertainty 
this  year.  Much  of  the  uncertainty  is  tied  to  the  current  status  of  both 
Indonesia  and  Dominican  Republic.  Neither  of  these  nations  is  now  eligible 
for  rice  under  P.L.  4-80  and  estimates  of  the  potential  exports  to  them  range 
from  about  5*5  million  cwt.  to  7*0  million  cwt.  (rough  basis).  However,  a 
number  of  small  importing  nations  have  indicated  an  interest  in  rice  under 
P.L.  4-80.  The  other  factor  in  the  export  picture  is  the  Soviet  Union  and 
Eastern  European  Bloc  countries.  Their  world  wide  purchases  of  grains  has 
led  to  speculation  that  they  may  be  potential  rice  buyers.  The  United  States 
has  already  sold  some  rice  to  the  Soviet  Bloc  but  sales  have  been  small. 

While  Soviet  Bloc  purchases  in  some  other  rice  exporting  countries  have  been 
sizeable,  these  transactions  do  not  at  the  present  time  indicate  increases 
from  their  usual  purchases. 


Year-end  Stocks 
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to  Increase 


With  a projected  total  disappearance  of  65.5  million  cwt.,  the  carryover 
of  rice  on  August  1,  1964,  may  increase  moderately  to  about  9.6  million. 

This  would  be  almost  2 million  cwt.  above  a year  earlier  but  substantially 
below  the  high  level  of  the  late  1950's. 


Current  Prices  Strong 

Prices  received  by  farmers  for  rough  rice  during  August-October  1963 
have  averaged  $4.97  per  cwt.  This  is  13  cents  per  cwt.  above  the  same  period 
in  1962  and  26  cents  above  the  $4.71  per  cwt.  national  average  support  rate 
for  1963-crop  rice.  This  support  rate  is  the  same  as  that  during  the  2 
preceding  crop  years.  In  both  those  years,  prices  received  by  farmers 
averaged  substantially  above  support,  amounting  to  $5-14  per  cwt.  in  1961-62 
and  $4.94  in  1962-63.  However,  because  of  the  record  large  crop,  farm  prices 
may  average  only  slightly  above  the  $4.71  per  cwt.  support  level  in  1963-64. 

The  quantity  of  1963-crop  rice  placed  under  price  support  loan  and 
purchase  agreements  through  September  was  only  slightly  larger  than  the 
821,000  cwt.  put  under  support  a year  earlier. 


The  Program 
for  19&4 

No  official  announcements  on  the  acreage  allotment  or  price  support 
level  for  1964-crop  rice  had  been  made  as  of  the  end  of  October  1963.  How- 
ever, the  minimum  permitted  allotment  is  1.6  million  acres  and  the  minimum 
permitted  price  support  level  is  65  percent  of  parity. 


Rice,  rough  equivalent:  Supply  and  distribution.  United  States, 
average  1957-61,  annual  1960-63  1/ 


Item 

Year  beginning  August 

Average 

1957-61 

; i960 

1961 

1962 

2/ 

1963 

3/ 

Mil. 

Mil. 

Mil. 

Mil. 

Mil. 

cwt. 

cwt. 

cwt. 

cwt. 

cwt. 

Supply 

Carryover  August  1 4/ 

15.2 

12.1 

10.1 

5.3 

7.7 

Production  4/ 

50.0 

54.6 

54.2 

64.5 

67.3 

Imports 

.4 

.3 

.4 

5/ 

.1 

Total  supply 

65.6 

67.O 

64.7 

69.8 

75.1 

Domestic  disappearance 

Food  6/ 

20.2 

19.9 

22.5 

21.1 

22.0 

Seed 

2.1 

2.1 

2.3 

2.3 

2.5 

Industry  7/ 

4.8 

4.9 

4.7 

4.7 

5.0 

Total 

27.1 

26.9 

29.5 

28.1 

29.5 

Exports 

25.2 

29.5 

29-2 

35.6 

36.0 

Total  disappearance 

52.3 

56.4 

58.7 

63.7 

65-5 

Carryover  July  31  4/ 

12.3 

10.1 

5-3 

7.7 

9.6 

Total  distribution 

64.6 

66.5 

64.0 

71.4 

75.1 

Difference,  unaccounted  8/ 

+1.0 

+ .5 

+ .7 

-1.6 

— 

1/  Milled  rice  converted  to  rough  basis  at  annual  extraction  rate . 

2/  Preliminary. 

3/  Projected. 

4/  Data  apply  only  to  major  rice  producing  States.  Minor  States  (South 
Carolina,  North  Carolina,  Arizona,  Florida,  Illinois,  Tennessee  and  Oklahoma) 
account  for  only  negligible  production  and  data  on  them  are  generally  in- 
complete . 

5/  Less  than  50,000  cwt. 

Z/  Includes  shipments  to  territories  and  purchases  for  military  food  use. 

7/  Primarily  for  beer  production. 

"5/  Results  from  loss,  waste,  the  variance  in  conversion  factors,  the  lack 
of” data  on  other  uses  such  as  feed,  the  different  crop  years  applicable  to 
the  major  rice  areas,  and  errors  and  inconsistencies  in  data  from  the 
different  reporting  sources. 
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OUTLOOK  FOR  VEGETABLES  AND  POTATOES  IN  196I4. 

Talk  by  Will  M.  Simmons  and  Donald  S.  Kuryloski 
Economic  and  Statistical  Analysis  Division 
at  the  Ulst  Annual  Agricultural  Outlook  Conference 
Washington,  D.  C.,  1:30  P.  M.,  Thursday,  November  21,  1963 


SUPPLY  AND  DEMAND  PROSPECTS 

Supplies  of  both  canned  and  frozen  vegetables  this  season  appear  to  be 
slightly  less  than  last  season  but  still  well  above  the  recent  average.  Potato 
^supplies  for  fall  and  winter  marketing  are  a little  larger  than  .a  year  ago  and, 
once  again,,  in  excess  of  market  requirements.  About  11  percent  fewer  sweet- 
potatoes  are  available  than  last  year.  Supplies  of  dry  peas  and  beans  appear 
to  be  slightly  to  moderately  above  a year  ago. 

Overall  economic  activity  has  made  a moderate  advance  this  year,  and  a 
further  rise  is  expected  in  I96I4.  There  are  likely  to  be  increases  in  Govern- 
ment purchases,  business  investment,  and  consumer  spending  for  goods  and  services. 
The  prospective  high  level  of  consumer  income  will  result  in  a continued  strong 
demand  for  vegetables. 

Export  prospects  for  the  coming  season  are  generally  favorable.  Canada  is 
our  principal  export  market  for  vegetables  and  potatoes.  Exports  to  that  country 
are  expected  to  continue  the  upward  trend  of  recent  years.  There  also  is  a good 
potential  for  expanding  the  movement  to  northern  Europe  of  several  hprdy  winter 
vegetables,  particularly  carrots  and  celery.  However,  potato  exports  to  Europe, 
and  total  exports  are  expected  to  be  smaller  than  last  year.  Exports  of  dry  beans 
likely  will  be  larger  in  1963-65,  because  of  increased  European  demand  and  con- 
tinued movement  under  P.  L.  I48O  programs.  The  export  demand  for  dry  peas  is 
uncertain;  information  concerning  production  in  several  major  foreign  countries 
is  not  yet  available. 


VEGETABLES  FOR  COMMERCIAL  PROCESSING 

Supplies  of  canned  vegetables  for  marketing  into  mid-1965  are  only  slightly 

smaller  than  the  record  volume  last  season.  The  1963  packs  of  most  major  vege- 

tables probably  were  moderately  to  materially  smaller  than  last  year.  But  the 
reductions  were  nearly  offset  by  the  considerably  larger  carryover  stocks.  Sup- 
plies of  frozen  vegetables  also  are  expected  to  be  a little  smaller  than  last 
year.  Carryover  stocks  at  the  beginning  of  the  current  season  were  much  above 

a year  earlier.  But  packs  probably  were  smaller. 

Total  harvested  acreage  of  vegetables  for  processing  was  nearly  a tenth  less 
than  in  1962  because  of  substantial  reductions  for  lima  beans,  sweet  corn,  and 
tomatoes.  Acreages  were  a little  larger  than  a year  ago  for  most  other  major 
processing  vegetables.  Early  October  reports  indicate  that  processing  tonnage 
this  year  is  15  percent  below  the  record  last  year  but  8 percent  above  the  1957-61 
average.  Substantial  reductions  in  output  of  tomatoes,  lima  beans,  and  sweet 
corn  account  for  most  of  the  decrease. 
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Among  important  canned  items , supplies  of  snap  beans,  beets,  tomato  juice, 
and  most  other  tomato  products  probably  are  as  large  as  last  season.  Sweet  corn  i 
supplies  will  again  be  excessive,  although  a little  smaller  than  in  1962-63- 
There  likely  will  be  fewer  tomatoes,  and  supplies  of  green  peas  and  spinach  will  j 
again  be  relatively  light. 

Early  in  the  current  season,  buyer  demand  was  stimulated  by  the  smaller 
acreages  and  generally  slow  crop  development  in  most  areas.  Prices  for  many 
processed  vegetables  moved  upward  during  the  summer.  Demand  eased  somewhat  as 
late-season  growing  conditions  improved.  Potable  weakness  developed  in  the 
market  for  canned  corn  and  several  tomato  items.  However,  prices  for  most  other 
canned  vegetables  still  are  a little  above  a year  ago.  Processing  and  distribu- 
tion costs  continue  to  rise,  creating  an  upward  pressure  on  prices,  nevertheless,* 
supplies  of  processed  vegetables  are  heavy.  Generally,  f.o.b.  and  retail  prices 
for  frozen  vegetables  are  expected  to  average  near  those  of  last  season,  and 
prices  of  canned  items  only  a little  above  the  low  levels  of  last  season. 

DRY  BEANS  AND  PEAS 

Supplies  of  dry  beans  this  season  are  expected  to  be  slightly  to  moderately  ] 
larger  than  last  season.  Beginning  stocks  were  substantially  smaller  than  a 
year  earlier,  but  production  was  up  materially.  Acreage  was  a little  less  than 
in  1962,  but  a record  yield  was  realized.  Total  output  was  record  high. 

Production  by  class  of  beans  is  not  yet  available.  However,  production  by 
areas  indicates  that  supplies  of  colored  beans  are  about  the  same  as  a year  ago, 
but  supplies  of  white  beans  are  materially  larger.  Among  important  types,  sup- 
plies of  pea  beans  and  Great  Northerns  are  materially  larger  than  last  season. 

Pinto  bean  supplies  are  about  the  same  as  last 'season,  but  supplies  of  red 
kidney  beans  are  materially  smaller  than  in  the  1962-63  season. 

Domestic  use  of  beans  this  season  may  be  slightly  lower  than  a year  earlier, 
but  exports  will  likely  be  larger.  A stronger  export  demand  is  anticipated  be- 
cause of  poor  crop  prospects  this  year  in  the  major  European  countries. 

The  national  average  support  price  for  1963-crop  beans  is  $6.32  per  hundred- 
weight, the  same  as  in  1962.  Price  supports  and  expected  heavy  exports  should 
largely  offset  any  market  pressure  that  might  have  resulted  from  the  increased 
1963  production.  Prices  for  the  season  are  expected  to  average  about  the  same 
as  last  season. 

Dry  pea  supplies  appear  to  be  moderately  above  last  season.  Carryover  stocks! 
were  moderately  above  a year  earlier  and  production  was  a little  larger.  Domestic] 
use  of  dry  peas  in  the  current  season  likely  will  be  near  that  of  last  season. 

Thus,  supplies  available  for  export  are  the  heaviest  in  several  seasons.  Cur- 
rently, the  foreign  demand  picture  is  uncertain.  In  recent  months  export  move- 
ment has  declined  and  prices  have  averaged  below  year-earlier  levels.  Unless 
export  demand  improves  considerably,  farm  prices  for  the  season  probably  will 
average  lower  than  last  season. 
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POTATOES  AND  SWEETPOTATOES 

Potato  supplies  for  fall  and  winter  are  a little  larger  than  a year  ago. 

Early  October  reports  indicate  combined  production  of  late  summer  and  fall  pota- 
toes is  227  million  hundredweight , 2 percent  more  than  in  1962.  Late  summer 
output  was  slightly  smaller  than  a year  ago.  However,  fall  crop  production,  at 
19U  million  hundredweight , is  up  2 percent.  An  8 percent  larger  crop  in  the 
West  is  responsible  for  the  increase.  Expected  output  is  nearly  the  same  as 
last  year  in  the  Central  States  and  down  5 percent  in  the  East.  Among  the  Western 
States,  Colorado,  Washington,  and  Oregon  expect  smaller  crops — all  others  report 
increases.  Idaho,  the  largest  producer,  shows  an  increase  of  17  percent  over 
last  year.  In  the  Central  States,  production  increases  in  Minnesota,  Nebraska, 
and  Ohio  are  offset  by  modest  declines  in  other  States.  Smaller  fall  crops  are 
expected  in  all  Eastern  States  except  Upstate  New  York,  where  production  is  5 
percent  above  last  year. 

Marketing  of  the  1963  late  summer  and  fall  crop  got  off  to  a good  start. 
During  the  first  half  of  this  year,  potato  supplies  were  burdensome  and  prices 
were  relatively  low.  However,  markets  improved  during  July  as  harvests  shifted 
into  early  summer  States,  where  tonnage  was  8 percent  below  average.  Prices 
received  by  growers  averaged  significantly  above  a year  ago  through  the  summer. 

But  as  fall-crop  harvests  progressed,  prices  declined  and  by  late  October  were 
about  the  same  to  a little  lower  than  a year  earlier. 

The  Department,  at  industry  request,  is  operating  a potato  diversion  pro- 
gram to  assist  farmers  in  marketing  the  large  crop.  Also,  a large  portion  of 
the  fall  crop  is  in  areas  covered  by  marketing  orders. 

Despite  efforts  to  market  the  crop  as  rapidly  as  possible,  prices  are 
expected  to  be  under  pressure  into  the  spring.  Farmers  can  most  effectively 
contribute  to  market  stability  by  making  full  use  of  the  diversion  program  and 
by  maintaining  steady  and  orderly  shipments  to  markets  throughout  the  season. 

Fewer  sweetpotatoes  will  be  available  this  season  than  last.  Reports  in 
early  October  point  to  a production  of  17  million  hundredweight — more  than  a 
tenth  below  1962  but  about  the  same  as  the  1957-61  average.  Acreage  and  yields 
were  both  lower  than  last  year.  Combined  production  in  States  that  provide  the 
bulk  of  winter  and  spring  supplies  in  eastern  and  midwestern  markets  was  lU  per- 
cent below  last  year.  These  States  include  New  Jersey,  Virginia,  North  Carolina, 
Louisiana,  and  Texas.  California  output,  marketed  largely  in  the  West,  is  up 
slightly. 

Early  in  the  current  season,  prices  averaged  about  the  same  as  a year  ago. 
Prices  are  expected  to  rise  seasonally  in  coming  months  and  average  at  least 
moderately  above  last  season. 
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The  Outlook  for  Peanuts  in  1963-64 

Talk  by  George  W.  Kromer 
Economic  and  Statistical  Analysis  Division 
at  the  41st  Annual  Agricultural  Outlook  Conference 
Washington,  D.  C.,  1:30  P.  M.,  Thursday,  November  21,  1963 


The  supply  of  peanuts  (farmers’  stock  basis)  during  the  1963-64  marketing 
year  that  began  August  1,  1963,  is  placed  at  2,310  million  pounds,  6 percent  more 
than  the  year  before  and  the  largest  since  the  1948-49  season.  The  increase  is  at- 
tributed to  the  larger  crop,  since  starting  stocks  were  about  the  same  as  a year 
earlier.  The  1963  peanut  crop  sharply  exceeds  edible  requirements,  and  CCC  will 
acquire  the  surplus  under  the  support  program. 


The  1963  peanut  crop  was  estimated  on  October  1 at  1,943  million  pounds  com- 
pared with  1,810  million  in  1962.  The  increase  is  due  entirely  to  record  yields  in 
the  Southeastern  area  of  the  peanut  belt,  since  yield  per  acre  and  production  are  down 
in  both  the  Virginia-Carolina  and  Southwestern  producing  areas.  The  U.  S.  average 
yield  per  acre  is  placed  at  1,387  pounds  and  exceeds  by  105  pounds  the  previous  record 
yield  in  1962.  The  1963  acreage  picked  and  threshed  at  1,401,000  acres  was  about 
the  same  as  last  year.  Acreage  allotments  for  1963-crop  peanuts  were  again  at  the 


Peanut  Supply  Greatest  Since  1948; 
1963-64  Usage  to  Increase  Slightly 
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1963  - 64  SUPPLY  BASED  ON  OCTOBER  CROP  REPORT:  DISAPPEARANCE  IS  FORECAST. 
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legal  minimum  of  1,610,000  acres  for  picking  and  threshing.  Because  of  the  long- 
term uptrend  in  yields,  production  of  peanuts  from  the  minimum  allotment  during 
most  years  provides  a surplus  above  edible  requirements  even  though  population  is 
increasing. 


The  1963-64  outlook  is  for  peanut  prices  to  producers  to  average  around  11.2 
cents  per  pound  compared  with  11.0  cents  in  1962-63.  Farm  prices,  as  in  recent 
years,  are  likely  to  average  near  the  CCC  support  rate.  Prices  to  farmers  for  1963 
crop  Spanish  and  Runner  type  peanuts  so  far  this  season  are  averaging  at  about  the 
support  level  and  6 percent  above  last  year.  Virginia-Carolina  peanuts  have  just 
started  to  move  in  volume  and  prices  are  also  running  near  the  1963  loan  rate. 


The  1963-crop  peanuts  are  being  supported  at  a national  average  of  $224.00 
per  ton  (11.2  cents  per  pound)  compared  with  $221,40  per  ton  (11.1  cents  per  pound) 
for  the  1962  crop.  The  1963  support  price  is  80  percent  of  parity.  Support  by  type 
is  as  follows:  Virginia,  $236.86  per  ton;  Runner,  $211.24;  Southeast  Spanish,  $228.98; 
Southwest  Spanish,  $219.70;  and  Valencia  (suitable  for  cleaning  and  roasting),  $236.86. 


Principal  provisions  of  the  1963  program  are  similar  to  those  of  the  1962  crop. 
Support  will  be  available  by  means  of  warehouse  storage  loans  to  grower  associations, 
farm  storage  loans,  and  purchase  agreements  to  producers.  Loans  and  purchase 
agreements  are  available  from  time  of  harvest  through  January  31,  1964.  Loans  will 
mature  May  31,  1964,  or  earlier  on  demand  by  CCC. 


1963  Peanut  Production  Up  Sharply  in  Southeast; 
Farm  Prices  to  Average  Above  Year  Earlier 

BIL.  LB. 

DDAIMirTIAM  A < PER  LB. 


PRODUCTION  ^ 


1950-51 


’55-56 


’60-61 


’65-66 


CROP  YEAR  BEGINNING  AUG.  1.  1963-64  DATA  PRELIMINARY. 

SEASON  AV.  PRICE  RECEIVED  BY  FARMERS.  & FARMERS * STOCK  BASIS. 


AGRICULTURE 


NEG.  ERS  633X  • 63  ( 9 ) ECONOMIC  RESEARCH  SERVICE 


- 2 - 


Civilian  consumption  of  peanuts  has  increased  in  recent  years,  rising  from  5.8 
pounds  per  person  in  1955-56  to  7.0  pounds,  farmers’  stock  basis  (5.0  pounds  shelled 
basis)  in  1962-63.  Supplies  of  peanuts  in  most  years  are  plentiful  and  prices  to  growers 
average  near  support.  Of  the  7 pounds  per  capita,  about  6 are  consumed  in  the  form 
of  peanut  butter,  salted  peanuts,  and  in  candy.  The  other  pound  is  divided  almost 
equally  between  roasted  peanuts  (the  ball-park  type)  and  those  consumed  as  food  on 
farms. 


The  consumption  rate  of  7.0  pounds  per  person  is  expected  to  continue  during 
the  1963-64  marketing  year.  With  increased  population,  this  means  that  total  con- 
sumption will  rise  slightly.  Assuming  a 2 percent  increase  in  total  peanut  consumption 
and  about  the  same  farm  use  as  in  recent  years,  around  450  million  pounds  or  about 
23  percent  of  the  1963  peanut  crop  will  be  acquired  by  CCC.  Both  peanut  crushings 
during  1963-64  and  carryover  stocks  on  July  31,  1964,  are  expected  to  increase,  the 
extent  of  which  will  mainly  depend  upon  the  CCC  diversion  policy.  The  Corporation 
will  continue  to  purchase  peanut  butter  on  the  open  market  for  distribution  to  the 
school  lunch  program  and  needy  persons.  This  is  also  considered  part  of  the  CCC 
diversion  program  for  surplus  peanuts. 


CCC  Likely  to  Acquire  One-fifth 
of  1963  Peanut  Production 

Farmers’  Stock  Basis 
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Economic  outlook  information  for  peanuts  is  published  regularly 
in  the  Fats  and  Oils  Situation,  a processed  publication  by  the 
Economic  Research  Service,  Economic  and  Statistical  Analysis 
Division.  This  statement  is  a summary  from  the  1964  Outlook 
Issue,  FOS-220  for  November  1963. 


Edible  Uses  of  Peanuts  Rising  Slowly;  Peanut 
Butter  Accounts  for  One-half  of  Total  Consumption 
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OUTLOOK  FOR  COTTON  IN  1964 

Talk  by  James  R.  Donald 
Economic  and  Statistical  Analysis  Division 
at  the  4lst  Annual  Agricultural  Outlook  Conference 
Washington,  D.C.,  3:^5  P.M. , Thursday,  November  21,  1963 


The  carryover  of  all  kinds  of  cotton  in  the  United  States  next  August  1 
is  expected  to  be  about  12. 9 million  bales  (12.7  million  of  upland  cotton). 

This  -would  be  an  increase  of  1-7  million  bales  from  last  August  and  would  mark 
the  third  consecutive  season  that  the  carryover  has  increased.  (See  figure  1.) 
It  would  be  the  largest  since  the  record  high  of  14.5  million  in  1956. 

Commodity  Credit  Corporation  stocks  also  are  expected  to  increase  during 
the  current  season  while  "free"  stocks  may  show  little  change.  Cotton  held  as 
collateral  against  outstanding  price  support  loans  from  the  1963  crop  totaled 
2.2  million  bales  as  of  October  25  compared  with  1.6  million  from  the  1962 
crop  on  approximately  the  same  date  last  year.  The  greater  volume  of  cotton 
being  place  under  loan  from  the  1963  crop  primarily  reflects  earlier  ginnings 
and  use  of  CCC  stocks  to  meet  export  needs.  On  August  1,  1963*  CCC-held 
stocks  totaled  8.2  million  bales.  This  was  up  from  4.7  million  a year  earlier 
and  the  largest  since  1956.  (See  figure  2.)  CCC  acquired  4.7  million  bales 
or  about  32  percent  of  the  1962  crop  through  unredeemed  price  support  loans. 
This  compares  with  3*2  million  or  22  percent  of  the  crop  acquired  in  1961. 

The  carryover  is  expected  to  increase  this  season  as  the  large  crop  is 
exceeding  disappearance.  (See  figure  3» ) Production  is  above  last  year's 
level  because  of  a record  516-pound-per-acre  yield.  The  crop  was  estimated 
as  of  November  1 to  total  15-3  million  bales,  up  450,000  from  1962.  Disap- 
pearance during  the  current  season  is  estimated  at  13-8  million  bales,  up 
about  2 million  from  a year  earlier.  Both  mill  consumption  and  exports  are 
expected  to  be  larger  this  season. 

During  the  1962-63  crop  year,  the  carryover  increased  over  3 million 
bales  as  both  mill  consumption  and  exports  declined  sharply  from  a year  ear- 
lier, and  the  1962  crop  was  up  from  1961.  Although  acreage  allotments  were 
reduced  about  300,000  acres  for  the  1962  crop  from  the  previous  year,  produc- 
tion rose  over  500,000  bales.  Exports  dropped  to  3*^  million  bales  during 
1962-63  as  foreign  production  increased  over  2 million  bales  from  I96I-62, 
while  consumption  fell  400,000  bales.  At  the  same  time,  stocks  were  worked 
down  in  foreign  importing  countries.  U. S.  mill  consumption  of  cotton  declined 
in  1962-63  because  of  increasing  competition  from  man-made  textile  fibers  and 
cotton  textile  imports  and  because  of  cotton  industry  uncertainty  about 
legislation. 
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CARRYOVER  OF  COTTON 
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FIG.  1 
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FIG.  2 
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U.  S.  COTTON  PRODUCTION  AND  USE 
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FIG.  3 


4 


The  1963  crop  of  15*3  million  bales  is  being  produced  on  l4. 3 million 
harvested  acres.  This  is  8 percent  fewer  acres  than  in  1962  and  is  the 
smallest  since  1958*  The  record  yield  of  516  pounds  per  acre  is  up  from  457 
pounds  last  year  and  the  previous  record  of  466  pounds  in  1958.  (See 
figure  4. ) The  sharp  yield  increase  this  year  is  primarily  a reflection  of 
very  favorable  growing  conditions.  About  66  percent  of  this  year's  crop  was 
ginned  prior  to  November  1.  This  compares  with  62  percent  for  1962  and  the 
largest  proportion  ginned  prior  to  November  1 since  1959* 

Ginnings  to  October  18  this  year  have  contained  a larger  proportion  of 
Middling  and  higher  grades  than  last  year  and  the  largest  proportion  of 
cotton  stapling  15/l6  inch  in  recent  years.  Over  four-fifths  of  the  ginnings 
this  year  have  been  in  the  3*5  - 4-9  micronaire  range.  The  micronaire  in- 
strument measures  fiber  fineness  and  lint  maturity.  Cotton  with  a reading  of 
3.5  - 5-0  is  generally  considered  "normal  character"  cotton. 

The  1964  national  acreage  allotment  for  upland  cotton  has  been  set  at 
the  statutory  minimum  of  16.0  million  acres,  the  same  as  for  the  1963  crop. 

An  additional  200,000  acres  for  the  1964  crop  were  allotted  from  the  national 
reserve  for  small  farms.  The  announced  allotment  of  16  million  acres  is  the 
smallest  permitted  under  present  law.  An  even  smaller  acreage  would  be  suf- 
ficient for  a balance  of  supply  and  disappearance  during  the  1964-65  crop 
year.  The  1964  acreage  allotment  for  extra-long  staple  cotton  has  been  set 
at  112,500  acres.  This  is  down  from  149, 880  acres  for  the  1963  crop,  but  up 
from  100,293  acres  in  1962  and  the  second  largest  on  record. 

December  10  is  the  date  for  the  separate  referendums  on  1964  upland 
cotton  and  extra-long  staple  marketing  quotas.  For  the  quotas  to  go  into 
effect,  at  least  two-thirds  of  cotton  farmers  voting  must  approve.  Marketing 
quotas  are  in  effect  for  the  1963  crops.  They  were  approved  by  93»7  percent 
of  the  upland  and  81.8  percent  of  the  extra-long  staple  growers  voting  in 
referendums  on  December  11,  1962. 

Consumption  of  all  kinds  of  cotton  by  mills  in  the  United  States  during 
the  1963-64  crop  year  is  estimated  at  8.8  million  bales  (8.6  million  bales  of 
upland  cotton).  Although  this  is  up  400,000  from  a year  earlier,  it  is  down 
200,000  from  I96I-62.  Increased  use  during  the  current  season  is  indicated 
by  a continuation  in  the  upward  trend  in  the  rate  of  consumption.  The  sea- 
sonally adjusted  daily  rate  of  consumption  in  September  was  33A32  bales,  up 
2.8  percent  from  the  previous  month  and  slightly  higher  than  September  of 
1962.  (See  figure  5»)  Larger  consumption  this  season  is  also  indicated  by 
recent  declines  in  the  ratio  of  mill  stocks  to  unfilled  orders  for  cotton 
cloth,  increases  in  cotton  cloth  prices,  and  widening  of  mill  margins  for 
cotton  cloth.  The  consumption  estimate  is  based  on  a high  level  of  general 
economic  activity  during  1963-64  and  assumes  some  rebuilding  of  pipe-line 
inventories  of  cotton  textiles. 
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Per  capita  mill  consumption  of  cotton  for  calendar  1963  is  estimated  at  a 
record  low  21.6  pounds,  down  4 percent  from  1962.  At  the  same  time,  cotton's 
share  of  total  fiber  consumption  may  fall  to  a record  low  of  less  than  57  per- 
cent in  1963,  down  from  59  percent  last  year.  Per  capita  man-made  textile 
fiber  consumption  this  year  is  estimated  to  be  at  14.2  pounds,  up  9 percent 
from  last  year.  Estimated  total  per  capita  fiber  consumption  of  38  pounds 
this  year  would  be  slightly  higher  than  last  year's  37 • 8 pounds  and  the 
largest  since  1959*  (See  figure  6.)  The  sharp  increase  in  use  of  man-made 
fiber  reflects,  among  other  factors,  new  and  improved  technology,  competitive 
prices,  and  large-scale  promotion  and  advertising. 

Imports  of  cotton  textiles  on  a raw  cotton  equivalent  basis  totaled 
456,900  bales  for  the  first  8 months  of  calendar  1963,  up  from  448,400  bales 
for  the  same  months  last  year.  For  all  of  calendar  1962,  imports  amounted  to 
a record  645, '500  bales,  23  percent  higher  than  the  previous  record  of  5^5^500 
bales  in  i960.  (See  figure  J.)  Since  1946,  imports  have  increased  at  an 
average  annual  rate  of  22  percent.  In  recent  years,  cotton  textile  imports 
have  continued  to  reach  new  record  highs  despite  duties  and  agreements  with 
governments  of  other  countries  to  restrict  their  shipments  to  the  United 
States. 

U.S.  cotton  exports  during  the  1963-64  crop  year  are  estimated  at  5 mil- 
lion bales,  up  from  3*^  million  a year  earlier.  This  increase  reflects  an 
improvement  in  the  competitive  position  of  U.S.  cotton  prices  in  world 
markets,  a moderate  pickup  in  foreign  consumption  during  1963-64,  a decline 
in  foreign  production,  a small  buildup  in  stocks  in  importing  countries,  and 
increased  free  world  exports  to  Communist  Countries.  Through  November  6, 

3.0  million  bales  of  cotton  had  been  sold  under  the  export  sales  program. 

Under  this  program,  stocks  of  CCC  cotton  are  being  offered  for  sale  on  a 
competitive-bid  basis.  The  sales  price  so  far  this  season  has  averaged 
slightly  more  than  24  cents  a pound  for  Middling  1-inch  cotton  at  average 
location.  Cotton  purchased  under  this  program  may  be  sold  domestically  or 
exported.  However,  a quantity  of  cotton  equal  to  that  purchased  from  CCC 
must  be  exported  without  any  assistance  under  the  payment -in-kind  program 
during  the  1963-64  crop  year.  Registrations  under  the  payment- in-kind 
export  program  have  been  very  small  so  far  this  season,  only  11,949  bales 
through  November  1.  The  export  payment  rate  has  been  cents  per  pound,  the 
same  as  in  1962-63. 

Early  season  reports  indicate  that  foreign  free  world  consumption  of 
cotton  during  1963-64  may  total  24.0  million  bales.  This  would  be  0.4  mil- 
lion above  the  previous  record  high  in  1961-62.  Consumption  prospects  in 
the  current  season  appear  more  favorable  than  in  1962-63  in  most  foreign  im- 
porting and  exporting  countries.  Consumption  fell  last  season  as  major  im- 
porting countries,  such  as  Japan,  cut  back. 

Foreign  free  world  production  during  the  current  crop  year  may  total 
about  21.4  million  bales.  Although  this  is  below  last  year's  record  high,  it 
is  the  second  largest  ever  recorded.  Planted  acreage  in  foreign  free  coun- 
tries is  expected  to  be  larger  than  a year  earlier.  It  is  unlikely,  however, 
that  the  record  yields  of  a year  earlier  will  be  maintained.  The  major 
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production  decline  this  season  is  expected  in  Mexico.  Smaller  declines  are 
expected  in  Egypt,  India,  and  Spain.  Part  of  the  decline  in  these  countries 
is  expected  to  be  made  up  by  increases  in  Brazil,  Greece,  Iran,  and  in  the 
Central  American  countries.  Both  consumption  and  production  have  been  in- 
creasing in  foreign  free  world  countries  in  the  post-World  War  II  period. 
Production  has  risen  faster.  For  I9V7-62,  average  annual  foreign  production 
increased  5-2  percent  per  year  or  the  equivalent  of  730,000  bales  per  year. 
Consumption  rose  3-8  percent  per  year  or  the  equivalent  689,000  bales.  (See 
figure  8. ) 

Stocks  of  cotton  in  foreign  free  world  countries  totaled  around  9.k  mil- 
lion bales  on  August  1,  1963,  slightly  lower  than  a year  earlier  and  the 
smallest  since  i960.  Stocks  in  most  foreign  free  world  importing  countries 
were  at  near -minimum  levels  at  the  beginning  of  the  current  crop  year. 

Stocks  may  increase  moderately  this  year. 

Spot  market  prices  for  U.S.  cotton  have  been  steady  in  recent  months, 
after  trending  downward  since  May  1963“  The  average  15-spot  market  price  for 
Middling  1-inch  cotton  was  33-08  cents  per  pound  in  October,  almost  the  same 
as  in  September.  Prices  for  most  qualities  of  U.S.-  and  foreign-grown  cotton 
have  been  declining  in  foreign  importing  markets.  The  price  for  U.S.  Mid- 
dling 1 l/32  inch,  c.i.f.  Liverpool,  during  October  1963  averaged  27.21.  cents 
per  pound.  This  is  down  slightly  from  27-28  cents  in  September  and  the 
lowest  average  monthly  price  for  this  quality  cotton  since  November  1959- 
For  a comparable  quality  Mexican-grown  cotton,  the  average  price  per  pound  in 
October  was  28. 31  cents. 

The  average  price  received  by  farmers  for  upland  cotton  in  October  was 
32.93  cents  per  pound.  This  compares  with  32*71  cents  in  September  and 
32.59  cents  in  October  last  year.  (See  figure  9»)  The  preliminary  average 
farm  price  for  the  1962  crop  was  about  a cent  lower  than  in  1961.  However, 
because  of  the  larger  crop  in  1962,  the  combined  value  of  lint  and  cottonseed 
was  down  only  slightly  from  1961. 
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WORLD  MARKETS  FOR  AMERICAN  AGRICULTURE 

American  agriculture  is  playing  an  expanding  role  in  the  inter- 
national economy,  and  world  markets  are  of  increasing  importance  to 
American  agriculture . Never  before  have  international  affairs  and  agri- 
cultural problems  been  more  closely  entwined. 

I have  spent  the  past  week  in  Europe  --in  Amsterdam,  Paris,  and 
Rome,  in  an  intensive  effort  to  represent  the  best  interests  of  U.S. 
agriculture  and  the  American  economy  in  discussions  that  are  taking  place 
in  these  critical  weeks  of  decision  --  that  could  affect  the  future  course 
of  expanding  trade  and  higher  standards  of  living  in  the  free  world.  Our 
representatives  have  been  representing  these  same  interests  in  discussions 
looking  forward  to  next  spring’s  GATT  negotiations. 

I therefore  welcome  this  opportunity  to  discuss  with  you  the 
place  of  American  agriculture  in  world  affairs,  and  particularly  to 
emphasize  the  importance  of  the  principles  for  which  the  United  States 
is  now  taking  a firm  stand.  It  is  of  utmost  importance  that  the  American 
people  understand  the  importance  of  these  principles  — that  they  realize 
how  much  is  at  stake,  both  for  growth  of  the  U.S.  economy  and  for  economic 
progress  in  the  rest  of  the  world,  in  the  international  implementation 
of  these  principles. 

The  expanding  role  of  agriculture  in  the  U.S.  economy  is  high- 
lighted by  facts  and  figures  you  have  already  had  set  before  you  in  this 

Address  by  Secretary  of  Agriculture  Orville  L.  Freeman  at  41 st  Annual 
National  Agricultural  Outlook  Conference,  5:00  p.m.  (EST),  November  20, 
1963 , Jefferson  Auditorium,  U.S.  Department  of  Agriculture,  Washington, 
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Outlook  Conference.  A recapitulation  of  a few  of  these  figures  and 
projections  is  in  order. 

U.  S.  agricultural  exports  have  risen  rapidly  over  the  last  few 
years.  Averaging  less  than  $4  billion  annually  in  the  late  50' s,  they 
have  been  over  $5  billion  annually  thus  far  in  the  60's,  and  are  projected 
to  pass  the  $6  billion  level  in  the  late  60's.  In  fact,  they  may  even 
approximate  that  $6  billion  in  the  current  year,  depending  on  the  extent 
to  which  U.S.  trade  meets  the  especially  high  demand  resulting  from  this 
year’s  unusually  bad  weather  conditions  in  the  Soviet  Bloc  nations.  U.  S. 
farm  exports  now  exceed  those  of  Canada,  Australia  and  Argentina  combined. 

U.  S.  agricultural  exports  have  risen  not  only  quantitatively, 
but  also  proportionately.  Historically,  our  farm  exports  have  represented 
a declining  share  of  our  total  exports,  but  this  trend  has  recently  been 
reversed.  We  have  been  working  hard  to  expand  our  agricultural  markets, 
and,  as  you  have  already  heard  in  previous  Outlook  papers,  farm  exports 
are  now  expanding  much  more  rapidly  than  other  exports.  The  agricultural 
share  of  total  exports  was  18  percent  in  1953>  while  in  1962  it  represented 
2k  percent  of  total  exports. 

Agriculture’s  share  of  total  U.S.  exports  can  and  should  in- 
crease still  further;  first,  because  of  our  efficiency  in  production; 
second,  because  of  the  world’s  needs;  and  third,  because  in  the  long  run 
economic  progress  and  higher  standards  in  the  importing  countries  --  and 
I speak  now  particularly  of  the  highly  developed  industrial  na.tions  of 
Western  Europe  --  will  depend  on  their  granting  of  access  to  their  markets 
of  agricultural  imports  from  countries  that  have  a greater  comparative 
advantage  in  production. 
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I believe  this  principle  of  the  economic  advantages  of  expanding 
international  trade  is  generally  recognized  by  the  importing  countries. 

But  they  — like  we  --  have  problems  of  supporting  incomes  of  their  farmers. 
The  European  Economic  Community  is  now  trying  to  develop  a Common  Agricul- 
tural Policy  that  will  meet  the  various  domestic  political  problems  of  the 
respective  countries  and  still  further  the  goal  of  a closer  knit  community. 
The  direction  this  CAP  may  take  is  of  critical  importance  to  the  outlook 
for  American  agricultural  exports.  There  are  danger  signs.  Some  proposals 
now  under  active  consideration  in  the  EEC  would,  according  to  best  estimates 
from  information  now  available,  seriously  curtail  our  markets,  and  would 
mean  the  establishment  of  new,  highly  protective  barriers  in  Western  Europe. 


The  United  States  does  not  presume  to  interfere  with  domestic 
farm  programs  of  the  EEC  nations.  We  do,  however,  seek  to  remind  them 
of  their  international  obligations.  We  do  remind  them  that  one  year  ago 
the  agriculture  members  of  the  OECD  agreed  at  Paris  on  the  following: 


"The  solution  of  domestic  agricultural  problems  should 
not  jeopardize  international  trade  in  agricultural  pro- 
ducts. To  this  end,  member  countries  and  groups  of 
member  countries  should  formulate  their  agricultural 
policies  in  the  light  of  international  trade  responsi- 
bilities as  well  as  of  domestic  considerations. 

"In  view  of  the  necessity  for  agricultural  producing 
nations  to  remain  acutely  aware  of  their  international 
responsibilities  in  the  trade  field,  they  should  avoid 
stimulating  uneconomic  production  which  jeopardize  the 
development  of  international  agricultural  trade." 


Whatever  domestic  agricultural  programs  they  may  choose,  we  do 
intend  to  press  for  continued  fair,  competitive  access  to  their  markets 
for  our  proportionate  share.  We  do  intend  to  emphasize  to  our  free  world 
partners  and  our  NATO  allies  that  our  ability  to  continue  to  make  our  very 

(more ) USDA  3923-63 


-4  - 


substantial  contributions  to  that  partnership  and  that  alliance  --  con- 
tributions that  began  with  the  Marshall  Plan  and  that  include  Food  for 
Peace  and  other  assistance  all  over  the  free  world  --  our  ability  to  con- 
tinue these  contributions  depends  on  their  willingness  to  assure  us  access 
to  their  markets  in  order  that  we  can  achieve  a balance  of  payments  position 
that  make  such  contributions  possible. 

We  do  intend  to  press  for  these  principles  of  access  to  markets 
and  expanding  trade  in  agricultural  products  in  all  of  the  forums  and 
negotiations  in  which  we  participate.  We  do  intend  to  point  out  that, 
with  the  kind  of  trading  arrangements  we  envisage  as  rational  developments 
in  today's  world,  trade  and  aid  can  be  teamed  up  to  promote  economic  growth 
in  both  the  so-called  "developed"  as  well  a.s  the  developing  nations,  to 
the  end  that  we  can  make  a reality  of  the  promise  of  abundance  that 
today's  science  and  technology  make  possible. 

We  hope,  and  will  continue  to  work,  for  conditions  that  will 
enable  us  to  expand  our  exports  of  farm  products.  Meanwhile  let  us  look 
at  what  effects  this  year's  (fiscal  1963-64)  record  exports  can  be  expected 
to  have  on  American  agriculture. 

Wheat  exports  in  1963-64  are  currently  estimated  at  one  billion 
bushels,  assuming  prospective  sales  of  about  200  million  bushels  to  the 
Soviet  Bloc.  This  would  be  about  350  million  bushels  more  than  was  ex- 
ported last  year.  These  larger  wheat  exports  and  a slightly  smaller  wheat 
crop  this  year  will  permit  us  to  reduce  our  large  carryover  stocks  by  about 
450  million  bushels.  But  we  still  will  have  between  700-800  million  bushels 
on  hand  next  June  30.  Carryover  stocks  will  be  100-200  million  bushels 
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more  than  the  amount  ve  need  to  carry  for  stabilization  and  security  re- 
serves. We  will  have  ample  stocks  of  wheat  and  feed  grains  on  hand. 

Substantial  savings  in  government  costs  will  take  place  if 
wheat  stocks  decrease  by  the  expected  450  million  bushels.  Government 
costs  for  storage,  interest,  transportation,  and  moving  wheat  into  and 
out  of  storage  have  amounted  to  about  25  cents  a bushel  a year.  On  the 
average,  wheat  taken  over  under  government  programs  has  been  held  about 
five  years.  Thus,  total  government  costs  for  each  bushel  taken  over  have 
averaged  around  $1.25  a bushel.  Therefore,  reduction  in  wheat  stocks  by 
450  million  bushels  this  year  could  mean  eventual  savings  in  government 
costs  for  storage,  transportation,  interest,  and  handling  of  $500-600 
million.  These  sales  also  mean  that  we  will  recover  most  of  the  purchase 
price  of  the  wheat  when  we  took  it  over. 

Larger  agricultural  exports  will  make  an  important  contribution 
to  improvement  of  our  balance  of  payments  position.  Total  commercial 
sales  for  dollars  may  advance  to  $4.2  billion  this  fiscal  year  as  compared 
with  $3.5  billion  last  year.  Wheat,  cotton,  and  soybeans  account  for  most 
of  this  expected  rise  in  dollar  sales. 

These  record  exports,  however,  do  not  significantly  change  the 
production,  price  and  income  problems  of  American  agriculture;  and  even 
the  prospect  of  expanding  exports  canno^  standing  alone,  be  regarded  as 
the  long-term  solution  of  our  agricultural  problems. 

In  the  first  place  we  must  recognize  that  the  high  level  of 
wheat  exports  this  year  will  be  the  result  of  extremely  poor  crop  condi- 
tions not  only  in  the  USSR  and  Eastern  Europe,  but  also  in  most  of  Weatern 
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Europe.  Although  unfavorable  conditions  could  occur  next  year,  we  should 
base  our  plans  on  the  expectation  of  more  normal  harvests  in  the  rest  of 
the  world  and  a normal  long-run  level  of  wheat  exports. 

We  need  to  keep  in  mind  that  despite  poor  crops  in  Europe  and 
the  Soviet  Union,  world  wheat  production  in  1963  is  near  record  volume. 

We  also  need  to  recognize  that  recovery  of  wheat  production  to  previous 
levels  in  the  Soviet  Union  and  Eastern  Europe  may  occur  next  year.  In 
the  United  States,  spring  wheat  yields  per  seeded  acre  nearly  doubled 
from  the  drought  year  of  1936  to  1937*  A similar  change  is  possible  in 
the  new  lands  area  of  the  Soviet  Union  next  yeer.  The  Soviet  Union  has 
had  annual  exports  of  175-225  million  bushels  of  wheat  and  substantial 
amounts  of  other  grains  in  recent  years.  It  may  well  again  become  an 
important  exporter  of  grain  during  the  next  few  years. 

In  the  second  place,  we  must  note  that  the  expected  rise  in 
exports  of  wheat  is  small  compared  with  our  total  grain  production 
capacity.  This  year  we  will  harvest  about  190  million  tons  of  wh^at, 
rye,  corn,  barley,  oats,  and  sorghum  grain  from  about  153  million  acres. 
If  we  export  200  million  bushels  of  wheat  to  the  Soviet  Bloc  this  would 
be  equivalent  to  the  output  from  about  7 or  8 million  acres.  But  7 or  8 
million  acres  still  is  very  small  compared  with  the  acreage  available  for 
increasing  grain  production.  We  have  about  25  million  acres  in  the  feed 
grain  program  and  also  other  acres  that  could  be  used  to  expand  grain 
production. 

The  best  information  we  have  available  indicates  that  a net 
addition  of  4o  million  acres  of  cropland  would  readily  go  into  production 
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by  1967  in  absence  of  effective  land-use  adjustment  programs.  Crops 
would  again  be  harvested  from  330  million  acres  or  more,  instead  of  the 
291  million  expected  this  year. 

Finally,  in  the  third  place,  we  need  to  remember  that  crop  yields 
are  rising.  Our  agricultural  production  capacity  is  increasing.  Programs 
to  improve  farm  prices  and  incomes  and  to  achieve  an  agricultural  produc- 
tion pattern  that  is  balanced  with  market  outlets,  including  foreign  markets, 
will  be  essential  in  the  years  ahead.  This  highlights  the  crucial  importance 
of  our  vigorous  efforts  to  maintain  and  expand  our  access  to  markets  abroad. 

We  need  to  consider  foreign  markets  both  in  the  developed 
countries  and  in  the  underdeveloped  countries.  About  two-thirds  of  our 
agricultural  exports  go  to  developed  countries  and  about  one-third  to  the 
underdeveloped.  This  also  is  true  of  total  exports.  Less  than  2 percent 
of  our  agricultural  exports  have  gone  to  Eastern  European  countries  in 
the  last  few  years. 

It  is  important  to  note  that  our  exports  are  distributed  between 
the  developed  and  underdeveloped  countries  in  about  the  same  way  as  total 
income.  Developed  countries  outside  the  United  States  (excluding  the 
Soviet  Bloc)  account  for  about  two-thirds  of  world  income  and  the  under- 
developed for  about  one-third.  Developed  and  underdeveloped  countries 
each  import  about  $20  worth  of  a.11  products  for  each  $100  of  income.  They 
import  from  the  United  States  about  $1  worth  of  agricultural  products  for 
each  $100  of  income.  Economic  growth  and  income  abroad  means  larger  foreign 
markets  for  agricultural  and  industrial  products  for  the  United  States. 
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In  the  last  decade,  imports  of  agricultural  and  industrial  pro- 
ducts by  foreign  countries  have  moved  upward  at  about  the  same  rate  as 
economic  growth  and  increases  in  income  abroad.  We  believe  this  also 
will  be  true  in  the  decade  ahead. 

If  incomes  and  imports  of  foreign  countries  increase  at  1950-61 
rates,  total  agricultural  exports  of  the  United  States  would  increase  to 
$9-10  billion  dollars  by  1980  or  nearly  double  the  amounts  in  the  last 
few  years.  The  developed  countries  would  be  importing  about  55  percent 
of  the  total  and  the  underdeveloped  about  45  percent. 

Much  depends  upon  what  we  do  to  build  foreign  markets.  Agri- 
cultural trade  will  not  be  increased  to  the  full  extent  possible  and 
desirable  without  both  effective  foreign  market  development  programs 
and  programs  to  promote  economic  growth  in  developing  countries. 

We  need  to  recognize  that  agricultural  production  capacity  in 
developed  countries  abroad  also  is  being  increased  by  modern  technology 
at  a rate  more  rapid  -than  growth  of  population  and  domestic  market  outlets. 
These  countries  face  farm  production,  price,  and  income  problems  similar 
in  many  respects  to  those  of  the  United  States.  On  the  other  hand,  agri- 
cultural production  in  the  underdeveloped  countries  is  not  increasing  as 
rapidly  as  necessary  for  accelerating  national  economic  growth.  Moreover, 
it  is  not  likely  to  do  so  for  some  years  ahead.  It  will  take  time  to  im- 
prove agricultural  technology  in  these  countries. 

Expanding  our  agricultural  trade  on  a mutually  beneficial  basis 
with  other  countries  requires  that  attention  be  given  to  the  following 
five  points: 
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1.  Development  of  domestic  agricultural  programs  that  support 
farm  prices  and  incomes  but  avoid  output  in  excess  of  quantities  that  can 
be  used.  We  recognize  that  other  countries  also  have  farm  price  and  income 
problems  when  advancing  technology  causes  farm  output  to  increase  more 
rapidly  than  market  outlets.  Countries  that  have  relied  upon  imports  to 
meet  a substantial  part  of  their  requirements  for  agricultural  products 
may  find  it  convenient  to  satisfy  a larger  part  of  their  requirements 

from  expanding  domestic  production.  Where  this  is  done  by  pursuing  pro- 
tectionist policies  for  domestic  agriculture  that  reduces  imports  from 
lower  cost  sources  abroad,  it  obviously  interferes  with  agricultural  trade 
expansion  and  the  international  specialization  in  agricultural  production 
required  for  improving  welfare  of  people  in  exporting  as  well  as  importing 
countries.  Thus  our  position  in  international  negotiations  it  that  other 
countries,  not  just  the  United  States*  have  obligations  to  avoid  excessive 
agricultural  production  that  results  in  price-depressing  surpluses  in 
world  markets.  In  a common  interest  in  better  international  economic  and 
political  relationships,  they,  too,  are  obligated  to  keep  access  to  their 
markets  open  to  efficient  producers. 

2.  Encouragement  of  multilateral  trade.  Freer  trade  policies, 
not  increased  impediments  to  trade,  are  required  for  rapid  economic  growth 
of  underdeveloped  as  well  as  developed  countries.  It  is  recognized  that 
removal  of  tariff  and  other  barriers  to  trade  must  be  a.  gradual  process, 
in  order  that  appropriate  internal  adjustments  can  take  place,  and  that 
incomes  of  those  affected  can  be  protected.  At  the  same  time,  we  need  to 
move  ahead  with  gradual  reduction  of  tariff  and  other  barriers  to  expansion 
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of  foreign  trade.  The  Trade  Expansion  Act  of  1962  provides  a new  vehicle 
for  expanding  world  trade.  Agricultural  products  need  to  be  considered 
together  with  industrial  products.  We  have  insisted  upon  this  in  arrange- 
ments being  made  for  tariff  reduction  negotiations  that  will  get  underway 
under  GATT  next  May  in  Geneva,  Switzerland. 

It  is  often  said  that  trade  is  a two-way  street.  Of  course,  a 
country  must  be  able  to  sell  abroad  in  order  to  buy  abroad.  But  inter- 
national trade  takes  place  on  numerous  streets.  International  trade  accounts 
are  not  balanced  on  a simple  product-for -product  or  country-by-country 
basis.  Many  nations,  in  varying  degrees,  engage  in  bilateral  trading 
arrangements.  But  it  should  be  recognized  that  bilateral  trade  is  an 
inadequate  answer  to  modern  needs.  Bilateral  trading  violates  economic 
laws  of  comparative  advantage;  it  imposes  obstacles  to  the  optimum  alloca- 
tion of  the  world's  resources.  It  prevents  the  free  determination  of  the 
real  value  of  a country's  currency.  By  limiting  competition,  it  imposes 
rigidities  upon  production  and  price  structures.  It  represents  a closed, 
rather  than  an  open,  trading  society.  Only  through  the  multilateral 
approach  can  we  meet  the  needs  of  this  mid-Twentieth  Century. 

3.  Sharing  markets  with  one  another.  Completely  free  trade 
obviously  is  not  possible  immediately  or  even  desirable.  This  is  especially 
true  in  the  case  of  agriculture  where,  in  the  absence  of  stabilization 
measures,  wide  variations  in  production  from  one  year  to  the  next  lead  to 
even  wider  variations  in  prices  for  farm  products.  Prices  of  agricultural 
products  in  international  markets  need  to  be  stabilized  to  avoid  cata- 
strophic fluctuations  in  export  earnings  that  otherwise  would  occur 
from  one  year  to  the  next  for  many  countries.  I have  suggested  that 
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national  agricultural  policies  be  harmonized,  working  through  the  medium 
of  international  commodity  agreements  such  as  those  envisaged  in  the 
setting  up  of  GATT  Cereals,  Meat,  and  Dairy  Groups.  Measures  axe  especially 
needed  to  stabilize  and  gradually  improve  the  foreign  exchange  earnings  of 
the  less  developed  countries.  Many  underdeveloped  countries  rely  upon  agri- 
cultural and  other  primary  products  for  J0-80  percent  of  their  export 
earnings . 


h.  Food  aid  for  accelerating  economic  growth  in  underdeveloped 
countries.  Expanding  agricultural  production  capacity  in  the  developed 
countries  can  make  essential  contributions  to  economic  growth  of  under- 
developed countries.  As  I pointed  out  earlier,  developing  countries 
find  it  difficult  to  expand  food  production  as  rapidly  as  required  to  keep 
pace  with  increased  demands  resulting  from  population  and  income  growth. 

Vie  have  a humanitarian  interest  in  helping  less  fortunate  people  abroad. 

But  we  also  have  an  economic  interest  in  seeing  the  less  developed  countries 
achieve  economic  growth.  It  will  enable  them  to  become  better  markets  and 
better  trading  partners.  The  developed  countries  must  make  effective  use 
of  their  growing  agricultural  abundance  to  build  a basis  for  increased 
trade  in  the  future,  in  the  great,  untapped  potential  markets  in  develop- 
ing nations. 

The  United  States  has  been  the  pioneer  in  providing  food  aid, 
and  certainly  the  experience  of  the  United  States  demonstrates  the  value 
of  aid  in  promoting  trade.  The  first  dramatic  program  of  aid  on  which 
the  United  States  embarked  was  the  Marshall  Plan.  The  nations  that  received 
assistance  tinder  that  program  are  now  among  our  best  customers.  Our  Food 
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for  Peace  program  has  already  resulted  in  substantial  market  gains.  Japan, 
a former  beneficiary  of  Food  for  Peace,  is  now  the  largest  single  commercial 
purchaser  of  American  farm  products.  Other  countries  like  Spain,  Israel, 
Greece  and  Formosa,  are  becoming  cash  customers. 

If  the  developed  nations  of  the  world,  those  with  surplus  pro- 
ductive capacity  that  can  be  channeled  into  aid  for  rapidly  developing 
nations,  could  fully  realize  the  extent  to  which  such  aid  could  rapidly 
be  translated  into  an  expansion  of  commercial  trade,  a coordinated  program 
could  be  developed.  Such  a program  should  include  worldwide  liberalization 
of  trade.  It  should  include  a sharing  among  all  the  prosperous,  highly 
developed  nations,  of  the  effort  to  provide  essential  aid  to  developing 
nations.  It  should  include  a,  recognition  of  the  need  for  those  developing 
nations  to  export  products,  in  many  instances  primary  agricultural  products, 
and  it  should  therefore  provide  for  stabilization  of  prices  a.nd  expansion 
of  markets  for  those  products.  It  would  both  impose  obligations  and  provide 
benefits  for  developed  and  developing  nations  alike. 

5.  Accelerating  progress  in  improving  agriculture  in  under- 
developed countries.  Economic  development  in  the  less  developed  countries 
will  require  more  than  food  aid  shipments.  Food  requirements  in  less  de- 
veloped countries  resulting  from  population  and  income  growth  are  expected 
to  increase  at  a rate  around  4 percent  a year.  The  bulk  of  the  food  con- 
sumed by  people  in  underdeveloped  countries  still  will  need  to  come  from 
domestic  sources.  There  is  great  need  for  finding  ways  of  increasing 
agricultural  output  and  productivity  in  the  less  developed  regions.  Without 
it,  national  economic  growth  will  be  slow  if  not  impossible.  Agriculture 
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is  the  dominant  economic  sector  in  underdeveloped  countries,  accounting  for 
60-80  percent  of  the  total  labor  force  and  for  nearly  half  of  national  in- 
come. Emphasis  on  improving  the  handling,  marketing,  and  processing  of 
food  and  fiber  also  is  important  both  in  maximizing  the  contribution  of 
domestically  produced  farm  commodities  and  in  utilizing  food  aid  contributions. 

We  are  faced  with  challenges  and  opportunities  for  service  in 
agriculture  on  a world -wide  basis  as  great  as  those  in  any  area.  Two-thirds 
of  the  people  of  the  Free  World  live  in  less  developed  countries.  The 
challenge  of  agriculture  in  these  countries  is  to  provide  adequate  nutrition 
for  the  people,  and  to  promote  economic  growth  by  supplying  food  at  low 
cost,  by  releasing  workers  for  industry,  by  supplying  capital  for  other 
economic  sectors,  and  by  earning  foreign  exchange  through  exports. 

U.  S.  agriculture  has  done  an  outstanding  job  of  contributing  to 
our  national  economic  growth  in  all  these  ways.  We  are  challenged  today 
to  make  the  most  effective  use  of  our  resources  for  technical  assistance 
and  food  aid  to  accelerate  agricultural  development  abroad  and  thereby 
contribute  to  national  economic  growth  of  the  underdeveloped  countries. 

I believe  that  trade  and  aid,  together,  are  essential  if  American 
agriculture  is  to  maximize  its  contribution  toward  greater  prosperity  and 
higher  levels  of  living  both  at  home  and  abroad.  They  are  important 
aspects  of  the  whole,  complex  framework  within  which  we  seek  to  provide 
American  farmers  with  the  opportunity  to  earn  higher  incomes.  They  are 
indispensable  if  we  are  to  make  the  promise  of  abundance  a reality  in 
this  world. 
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Demand  for  Food 

Demand  for  food  is  determined  primarily  by  the  size  of  the  population 
and  the  purchasing  power  of  consumers.  The  total  quantity  of  food  we  eat  per 
person  does  not  change  much  from  year  to  year,  but  expenditures  for  food  may 
vary  depending  upon  incomes  of  consumers  and  prices  and  quantities  of  the 
various  foods  (including  services)  offered  for  sale  (fig.  l) . 
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We've  been  told  earlier  this  week  that  present  prospects  point  to 
continued  expansion  in  our  economy  next  year.  Contributing  factors  are  further 
increases  in  consumer  spending,  business  investment,  and  government  purchases. 
Population  likely  will  expand  about  1-^  percent,  about  the  same  as  in  1963* 
Improved  profits  are  in  prospect  for  businessmen  as  utilization  of  plant  and 
equipment  steps  up  in  response  to  rising  output,  sales,  and  improved  consumer 
demand.  The  strength  of  this  demand  will  be  conditioned  in  large  measure  by 
the  final  outcome  of  the  proposed  cut  in  personal  income  taxes.  We  are  anti- 
cipating an  increase  in  disposable  income  in  1964  equal  to  or  perhaps  larger 
than  this  year's  rise. 

Food  Expenditures 

Total  food  expenditures  in  1964  may  outrun  the  1963  increase  of  about 
3 percent,  if  the  current  outlook  for  disposable  income  is  achieved.  Food 
expenditures  normally  trend  upward  with  income,  but  only  about  two- thirds  as 
fast.  Disposable  income  is  up  about  4§  percent  this  year  compared  with  the 
3-percent  rise  in  food  expenditures.  Last  year  income  was  up  5*5  percent  and 
food  expenditures  were  up  3*8  percent. 


FOOD  BILL  TAKES  LESS  OF  SPENDABLE  INCOME 
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For  every  dollar  of  increase  in  disposable  income  in  1963*  around  15 
cents  is  being  spent  for  food  — this  includes  food  bought  in  restaurants  and 
other  eating  places  as  well  as  that  bought  in  grocery  stores.  But  of  all  dis- 
posable income  earned  this  year,  an  average  of  nearly  19  percent  is  being  spent 
for  food  (fig.  2).  The  tendency  for  consumers  to  spend  less  of  the  annual 
increase  in  income  for  food  than  the  average  of  all  income  has  persisted 
through  most  of  the  postwar  period.  It  reflects  an  income  elasticity  of  food 
expenditures  that  is  well  below  one.  For  this  reason,  there  has  been  an  almost 
steady  decline  in  the  proportion  of  disposable  income  spent  for  food  in  the 
last  decade.  The  proportion  dropped  from  23-g-  percent  of  income  in  1951  to 
19  percent  in  1963*  And  for  19 64,  it  looks  as  if  it  may  be  down  to  about 
l8^r  percent. 

Aside  from  Department  of  Commerce's  series  on  expenditure  for  food,  the 
chart  shows  civilian  expenditures  for  foods  originating  on  U.  S.  farms,  as 
computed  by  Economic  Research  Service.  The  ERS  series  omits  imported  foods, 
fish  and  other  seafoods,  home-produced  food,  and  food  furnished  by  the  Govern- 
ment to  the  Armed  Forces.  However,  it  includes  certain  items  such  as  meals 
served  in  hospitals  and  on  airlines,  and  other  expenditures  omitted  from  the 
Commerce  series  to  avoid  duplicate  in  the  National  Income  Accounts. 
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U.  S.  farm  food  expenditures  are  composed  of  farm  value  and  the  total 
marketing  bill  (which  incli  ..*s  the  cost  of  processing,  distribution,  and  mar- 
keting) . The  decline  in  proportion  of  income  spent  for  food  in  the  last  decade 
has  come  primarily  from  a decline  in  farm  value  relative  to  disposable  income. 
Both  the  farm  value  and  income  rose,  but  income  went  up  much  faster  than  did 
the  farm  value.  On  the  other  hand,  the  total  marketing  bill  has  remained 
almost  steady  as  a proportion  of  disposable  income.  It  implies  a high  elastic- 
ity of  demand  for  marketing  services. 

Retail  food  store  sales,  which  include  sales  of  nonfood  items,  have  not 
gone  up  as  sharply  this  year  as  they  did  in  1962  (fig.  3)*  Sales  in  the  second 
quarter  of  19&3  averaged  about  the  same  as  in  the  first  quarter,  on  a season- 
ally adjusted  basis.  The  third  quarter  was  up  on  the  average,  but  as  you  see, 
it  was  quite  irregular.  July  and  August  were  sharply  above  the  previous  year, 
but  September  sales  exceeded  year-earlier  sales  only  slightly.  For  the 
9 months,  sales  were  3 percent  ahead  of  the  same  months  in  1962.  Sales  of 
eating  and  drinking  places  have  been  running  ahead  of  last  year  at  a somewhat 
faster  rate  than  have  those  of  retail  food  stores,  as  is  normal . They  were  up 
5 percent  in  the  same  9 months.  About  90  percent  of  total  retail  food  store 
sales  are  made  by  grocery  stores,  the  other  10  percent  by  meat  markets  and 
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other  specialized  food  stores.  According  to  trade  sources,  grocery  stores 
sell  about  half  of  the  total  value  of  all  food  products  consumed. 

Retail  Food  Prices 


Food  prices  in  19^3  are  averaging  about  l^  percent  above  last  year's 
level  (fig.  4).  This  rise  is  somewhat  greater  than  in  recent  years.  Charges 
per  unit  for  processing  and  marketing  foods  originating  on  U.  S.  farms  rose 
k percent  during  1963*  about  twice  the  average  rate  of  increase  in  the  last 
decade.  Average  retail  prices  of  food  from  livestock  products  in  1963*  are 
down  slightly  from  1962.  But  prices  of  food  from  crops  are  up  by  3 or  4 per- 
cent,  due  partly  to  Florida's  freeze- damage  and  high  sugar  prices.  Prices  of 
food  purchased  and  consumed  away  from  home  are  up  the  usual  percent.  The 
total  price  increase  for  all  food  slightly  exceeds  the  average  rise  in  the 
Consumer  Price  Index  (all  commodities  and  services)  in  1963*  in  contrast  to 
the  more  usual  case  of  the  CPI  going  up  more  than  its  food  component. 


Of  all  food  used  at  home,  that  from  livestock  products  and  from  crops 
each  account  for  about  two-fifths  of  the  total  weight  in  the  Bureau  of  Labor 
Statistics'  All  Food  Index.  Food  purchased  as  meals  and  eaten  away  from  home 
makes  up  the  remaining  one-fifth. 


SUPPLY  AND  USE  OF  FARM  PRODUCTS 
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Figure  5 
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During  1964,  retail  food  prices  may  creep  upward  as  they  have  in  most 
postwar  years,  hut  the  rise  Is  expected  to  he  less  than  the  increase  in  1963. 
Retail  prices  of  food  from  livestock  products  in  1964  are  expected  to  average 
about  the  same  as  in  1963.  Some  upward  price  pressure  may  develop  on  foods 
from  crops,  as  was  the  case  in  1963*  Further  increases  can  he  expected  in 
prices  of  food  consumed  in  restaurants  and  other  away- from- home  eating  places. 
The  1964  increase  likely  will  he  a continuation  of  the  strong  uptrend  in  these 
prices  since  they  were  first  reported  in  1953* 


Supply  and  Use  of  Farm  Products 


Current  farm  production  furnishes  about  seven-eights  of  our  total  annual 
requirements  (fig.  5)*  The  rest  is  imported.  These  proportions  have  remained 
very  stable  from  year  to  year.  The  most  important  imported  item  is  coffee  and 
the  next  is  sugar. 


The  major  use  of  our  farm  products  is  for  food  (excluding  intermediate 
uses  for  feed  and  seed) . Domestic  food  use  takes  about  three- fourths  of  our 
annual  new  supply.  One-tenth  of  the  total  is  for  domestic  use  of  nonfood  prod- 
ucts such  as  cotton,  tobacco,  and  wool,  and  byproducts  and  nonfood  uses  of  food 


WHEAT  PRODUCTION,  1962  AND  1963 

Major  Producing  Countries 


MIL.  METRIC  TONS 


U.S.  USSR  CANADA  FRANCE  AUSTRALIA  ARGENTINA 


INCLUDES  CROPS  HARVESTED  IN  SOUTHERN  HEMISPHERE  IN  THE  LATTER  PART  OF  YEAR 
STATED  AND  FIRST  PART  OF  FOLLOWING  YEAR.  * FORECAST . 


U.  S.  DEPARTMENT  OF  AGRICULTURE  NEG.  ERS  2543-63  ( 11  ) ECONOMIC  RESEARCH  SERVICE 


Figure  6 


- 7 - 


products.  Nonfood  use*  has  been  declining  as  a proportion  of  the  total  in 
recent  years. 

Exports  of  farm  products  account  for  a larger  part  of  total  supply  than 
imports.  In  the  past  decade  our  net  export  position  in  agricultural  products 
has  increased  significantly.  Wheat  is  our  most  important  exported  farm 
product  (fig.  6).  Wheat  exports  in  the  fourth  quarter  of  1963  and  in  1904  are 
expected  to  rise  sharply  because  of  reduced  production  in  major  producing 
countries  and  prospective  shipments  to  the  Communist  Bloc. 

Per  Capita  Consumption  Trends. 

Long-term  trends  show  that  per  capita  we  are  eating  more  meat,  fish  and 
poultry,  dairy  products,  eggs,  and  fruits  and  vegetables,  but  less  cereal 
products  and  potatoes  than  in  past  decades  (fig.  7) • 

But  many  of  these  long-time  trends  have  been  modified  or  reversed  in 
recent  years.  Declines  since  the  late  19*40' s in  per  capita  consumption  of 
dairy  products  and  eggs  are  notable  examples . Total  fruit  and  vegetable 
consumption  seems  to  have  stabilized,  though  a number  of  changes  have  taken 
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FOOD  CONSUMPTION  PER  CAPITA 


U.  S.  DEPARTMENT  OF  AGRICULTURE  NEG.  E R S 21 15  - 63  ( 1 0 ) ECONOMIC  RESEARCH  SERVICE 


Figure  8 

place  within  this  large  and  heterogene  oils  group.  Even  potato  consumption  is 
holding  its  own  or  rising,  thanks  to  the  introduction  of  new  products,  such  as 
Phil  Dwoskin  will  he  discussing  later  this  morning.  But  per  capita  consumption 
of  cereals  and  potatoes  combined  is  still  declining,  and  livestock  product 
consumption  as  a group  continues  to  rise  (fig.  8) . 

Total  food  consumption  in  1963  is  up  about  2 percent  from  last  year 
(price- weighted  index) . Since  population  is  up  about  lj  percent,  per  capita 
food  consumption  is  up  about  half  of  1 percent.  Even  though  this  sounds  like 
a small  increase,  it  is  the  largest  since  1959*  Since  1947-49,  Per  capita  food 
consumption  has  increased  a total  of  only  4 percent. 

Consumption  and  Prices  of  Food 

From  Livestock  Products 

Retail  price  and  consumption  trends  of  most  food  products  have  diverged 
in  recent  years.  It  is  particularly  noticeable  for  most  livestock  products 
(fig.  9).  Poultry  meat  is  the  prime  example  of  sharply  rising  consumption  per 
capita  and  rapidly  declining  retail  prices  since  1950*  Dairy  product  consump- 
tion declined  during  this  period,  but  prices  went  up  rather  consistently. 


- 9 - 


FOODS  FROM  LIVESTOCK  PRODUCTS 


■ RETAIL  PRICE-WEIGHTED  QUANTITIES  • BUREAU  OF  LABOR  STATISTICS 


U.  S.  DEPARTMENT  OF  AGRICULTURE  NEG.  2378FI-63(10) 


Figure  9 

Egg  consumption  and  prices  are  both  down  — suggesting  a downtrend  in  demand 
for  eggs.  In  contrast,  meat  consumption  trended  upward,  as  did  its  average 
price  — which  suggests  a rise  in  demand  for  total  meat. 

In  1963,  red  meat  consumption  per  capita  is  totaling  about  170  pounds, 
carcass  equivalent,  up  4 percent  from  1962.  Most  of  this  increase  is  in  beef, 
up  an  estimated  7 percent,  to  a record  95  pounds  per  capita.  Consumption  in 
the  final  quarter  of  the  year  is  expected  to  be  up  sharply.  Veal  and  lamb  con- 
sumption are  both  down  from  last  year.  Pork  consumption  is  up  about  1 pound 
for  the  year  to  65  pounds,  but  is  running  below  year-earlier  rates  in  the  final 
months  of  the  year. 

The  outlook  for  1964  is  for  total  meat  consumption  per  capita  to  remain 
near  1963  levels.  Some  further  rise  may  occur  in  beef  consumption,  but  no 
repeat  of  1963' s sharp  increase  is  in  prospect.  Pork  consumption  may  be  down 
slightly  from  1963. 
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Broiler  consumption  per  capita  in  1963  is  UP  slightly  from  1962  hut 
turkey  consumption  is  about  steady.  In  total,  poultry  consumption  is  slightly 
larger  for  the  year,  and  a further  small  increase  is  foreseen  for  1964-.  Per 
capita  egg  consumption  in  1963  is  d-own  by  2 or  3 percent.  Production  in  the 
winter  months  is  expected  to  run  ahead  of  the  year-earlier  period,  but  the 
1964  outlook  is  for  per  capita  consumption  to  continue  near  the  1963  level. 

Fish  consumption  is  down  in  1963*  Despite  lower  fish  landings,  lower 
imports,  and  higher  exports,  cold  storage  stocks  on  October  1 were  8 percent 
larger  than  a year  earlier. 

Per  capita  consumption  of  all  dairy  products  in  1963  is  holding  about 
steady  with  last  year's  level,  even  though  total  production  is  down.  Since 
population  is  up  l\  percent,  storage  stocks  are  being  reduced.  Some  declines 
are  occurring  in  per  capita  consumption  of  fluid  whole  milk  and  cream,  con- 
densed and  evaporated  milk,  and  cottage  cheese.  But  they  are  being  offset  by 
increases  in  consumption  of  other  cheese,  ice  cream,  fluid  skim  milk,  and  non- 
fat dry  milk.  In  1964,  little  change  is  expected  in  consumption  per  capita  of 
total  dairy  products,  but  further  shifts  may  occur  among  dairy  products. 

In  the  first  9 months  of  1963,  retail  prices  of  livestock  products  were 
generally  steady  to  lower  than  in  the  same  months  of  1962.  An  exception  was 
egg  prices,  up  3 percent.  Meat  and  chicken  prices  normally  decline  in  the 

final  months  of  the  year.  This  year's  decline  for  meat  may  be  more  than 

seasonal  because  of  unusually  large  supplies.  The  outlook  for  1964  is  for 

retail  prices  of  livestock  products  to  average  about  the  same  as  in  1963* 

However,  there  may  be  some  price  declines  for  beef,  eggs,  and  other  products 
expected  to  be  in  large  supply. 

Consumption  and  Prices  of 

Food  From  Crons 

Per  capita  consumption  of  most  foods  from  crops  has  been  steady  to  lower 
since  1950 > "but  retail  prices  have  been  steady  to  higher  due  partly  to  increases 
in  demand  for  certain  items  (fig.  10) . Vegetable  oil  consumption  has  increased 
nearly  one-fifth  since  1950.  But  1963  consumption  of  all  fats  and  oils  (includ- 
ing butter)  is  slightly  below  1950.  Prices  of  fats  and  oils  have  vacilated  but 
are  not  much  above  the  1950  level. 

Fruit  and  vegetable  consumption  is  up  slightly  since  1950,  but  retail 
prices  are  up  strongly  — indicating  a strong  demand  for  these  foods,  and 
reflecting  costs  of  increased  processing.  Consumption  of  fresh  fruits  and 
vegetables  is  down  substantially,  but  consumption  of  canned  and  frozen  items 
is  up  considerably  during  this  period.  Consumption  of  sugar  and  sirups  has 
held  very  stable  over  time,  but  average  prices  of  sugar  and  other  sweets  have 
worked  upward  since  1950.  Per  capita  consumption  of  cereal  products  has 
declined  steadily  while  retail  prices  of  cereal  and  bakery  products  have  risen 
sharply. 

In  1963>  consumption  per  capita  of  fats  and  oils  is  running  a little 
below  1962.  Further  declines  are  taking  place  for  animal  fats;  lard  and  butter 
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Figure  10 

are  both  down.  Consumption  of  margarine  is  up  slightly  but  consumption  of 
salad  and  cooking  oils  is  down  from  1962.  The  outlook  for  I96L  is  for  per 
capita  consumption  of  total  fats  and  oils  to  remain  about  steady  with  1963' s 
pounds  (fat  content).  Consumption  of  vegetable  oils  may  increase  and 
animal  fats  decline  further. 


Fruit  consumption  is  down  rather  sharply  in  1963  compared  with  1962, 
mostly  because  of  the  freeze  damage  to  citrus  fruit.  Both  fresh  and  processed 
fruit  consumption  are  down,  but  fresh  and  frozen  items  are  down  more  than 
canned  fruit.  Canned  fruit  juice  consumption  is  up,  largely  as  a result  of  an 
increase  in  pineapple  juice  used  extensively  in  fruit  drinks.  Dried  fruit 
consumption  is  running  ahead  of  1962.  Some  recovery  is  in  prospect  for  con- 
sumption of  fresh  fruit  next  year.  Citrus  consumption  likely  will  increase  a 
little  but  is  expected  to  remain  well  below  levels  of  recent  years  because  of 
tree  damage.  The  consumption  of  canned  fruits  and  all  juices  is  expected  to 
decline  below  that  of  1963*  Tree  nut  consumption  is  much  greater  this  year 
than  last.  Pecan  supplies  are  at  record-large  volume  after  last  year's  short 
crop. 
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Per  capita  consumption  of  vegetables  in  1963  is  running  about  the  same 
as  last  year.  Slight  declines  in  fresh  consumption  are  being  offset  by  modest 
increases  in  processed  items,  particularly  frozen  vegetables.  Fresh  tomato 
consumption  is  down,  but  tomato  juice  is  up  for  the  year.  The  outlook  for  1964 
is  for  stability  of  consumption  in  fresh  vegetables  and  some  slight  rise  in 
processed  vegetables.  Potato  consumption  in  1963  is  running  slightly  above 
1962  because  of  increased  use  of  processed  potatoes,  but  sweetpotatoe  consump- 
tion is  down  slightly.  No  change  in  consumption  of  potatoes  is  expected  in 
1964. 


Wheat  flour  and  other  cereal  product  consumption  per  capita  in  1963  is 
about  steady  with  1962.  Total  supply  of  food  grains  continues  to  exceed 
domestic  food  use  by  a large  margin.  No  important  changes  are  foreseen  for 
1964. 


Despite  price  gyrations,  a fractional  rise  in  per  capita  consumption  of 
sugars  and  sirups  combined  is  taking  place  in  1963.  Per  capita  consumption  of 
corn  sirup  is  rising  about  4 percent,  and  com  sugar  is  rising  about  7 percent. 
But  use  of  these  items  is  minor  compared  with  cane  and  beet  sugar.  Next  year's 
consumption  of  sugars  and  sirups  combined  again  is  expected  to  be  about  steady 

with  1963. 

Reduced  supplies  of  fruits  and  certain  vegetables  caused  average  retail 
prices  of  all  fruits  and  vegetables  to  rise  6 percent  in  the  first  9 months  of 
1963  compared  with  the  same  months  of  1962.  Sugar  and  sweets  averaged  8 per- 
cent  higher.  Cereal  and  bakery  product  prices  were  up  2 percent,  about  in  line 
with  their  long-term  trend.  In  the  final  months  of  the  year,  prices  of  fruits 
are  expected  to  decline  seasonally  but  remain  well  above  yeareearlier  levels. 

No  repeat  of  1963’ s unusual  supply  conditions  for  foods  from  crops  is  antici- 
pated for  1964.  But  some  selective  increases  may  occur  in  prices  of  foods 
that  have  trended  upward  during  the  past  decade.  Further  price  increases  can 
be  expected  in  processed  fruits  whose  stocks  are  being  reduced  in  1963* 

SiiTTimary 

The  food  consumption  and  price  situation  can  be  summarized  briefly: 

Food  consumption  per  capita  in  1963  is  up  about  half  of  1 percent  and  the  1964 
outlook  is  for  continuation  at  about  this  year's  level.  Retail  food  prices 
this  year  are  running  about  l-l/2  percent  ahead  of  last  year.  The  increases 
are  mostly  in  prices  of  foods  from  crops.  Retail  food  prices  in  1964  likely 
will  continue  their  long-term  uptrend,  but  the  rise  is  expected  to  be  less  than 
occurred  this  year.  With  increasing  population  and  larger  incomes  in  prospect 
for  1964,  food  expenditures  are  expected  to  rise  next  year.  The  rise  may 
exceed  the  3 percent  increase  in  1963. 
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This  has  been  another  good  year  for  the  American  consumer.  Except  for  a 
frigid  blast  at  the  citrus  belt  mother  nature  collaborated  ■with  the  farmer 
again  to  produce  an  abundance  of  food  and  fiber.  Add  to  this  abundance  food 
prices  that  have  been  fairly  well  in  line  with  last  year,  another  increase  in 
disposable  incomes  and  you  have  good  news.  This  is  illustrated  by  the  fact 
that  the  percent  of  income  spent  for  food  continues  to  decline,  down  from 
23  percent  in  1953  to  an  estimated  19  percent  in  1963*  (fig*  l)  1 / When  you 
compare  what  we  spend  for  food  with  the  proportion  of  income  devoted  to  food 
even  by  the  highly  developed  Western  European  economies,  roughly  a third,  the 
well  being  of  the  U.  S.  consumer  is  even  more  notable. 

Other  evidence  that  this  has  been  a good  year  for  consumers  are  the  sev- 
eral congressional  activities  relating  to  investigations  of  drugs  and  drug 
prices,  pesticides  and  the  so-called  truth-in-packaging  and  truth -in -lending 
hearings.  All  of  these  activities  focus  on  the  well  being  of  the  consumer. 

In  addition,  a recent  action  by  the  Department  reflects  its  awareness  of  the 
growing  power  of  the  consumer.  This  is  evidenced  by  the  appointment  of  an 
Assistant  Secretary,  whose  area  of  responsibility  has  the  newly  coined  name  of. 
Marketing  and  Consumer  Services. 

There  is  however,  some  doubt  in  my  mind  as  to  how  good  a year  this  has 
been  for  the  farmer,  but  I shall  leave  the  specifics  of  such  an  appraisal  to 
my  colleagues  speaking  at  the  General  and  Commodity  Sessions  of  this  Conference. 

Basic  trends  in  food  consumption. --Before  turning  to  my  assigned  topic 
new  food  products,  let's  first  orient  ourselves  about  the  outlook  for  the  food 
industry  by  taking  a look  at  some  of  the  basic  trends  affecting  food  consumption 
Probably  the  most  important  factor  influencing  food  consumption  in  our  highly 
developed  technological  economy  is  population  and  its  growth.  As  you  know  we 
recently  have  passed  the  190  million  mark  in  the  U.  S.  and  the  Census  Bureau's 
latest  projection  calls  for  our  population  to  reach  2^5  million  by  1980,  about 
30  percent  above  the  present  number.  This  means  that  there  will  be  about 
55  million  more  people  consuming  an  average  of  about  1400  pounds  of  food  a year. 
In  this  regard,  an  item  of  some  importance  is  that,  beginning  in  the  late  6o's, 
the  projected  population  will  have  a sizeable  increase  in  the  15  to  19-year-old 
age  group.  This  group  is  expected  to  increase  50  percent  which  means  about 

1/  ''Consumer  Expenditures  for  Food, " Marketing  and  Transportation  Situation 
p.  13,  August  1963,  ERS,  USDA. 


9 million  more  teenagers  than  we  have  today.  If  I may  inject  a personal  obser- 
vation, based  on  an  admittedly  small  sample  of  teenagers  in  my  family,  there 
is  no  doubt  those  9 million  extra  teenagers  will  have  a strong  positive  effect 
on  total  food  consumption.  Offsetting  this  " guesstimated"  consumption  increase 
somewhat  will  be  a larger  proportion  of  senior  citizens  in  the  projected  popu- 
lation composition.  In  any  event  these  anticipated  changes  in  the  size  and  age  • 
composition  of  our  population  will  contribute  to  an  increasing  total  demand  for  ] 
food  in  the  years  ahead,  (fig.  2) 

We  also  can  expect  that  the  kinds  of  foods  consumed  and  the  form  in  which 
foods  are  bought  will  continue  to  change  and  change  markedly  as  they  have  in 
the  past.  Looking  at  the  long  term  trend  it  is  obvious  that  people  are  eating 
more  meats  and  poultry  products,  processed  fruits  and  vegetables  and  some  dairy 
products  per  person  than  in  1909-13*  The  shift  has  been  away  from  fresh  fruits, 
fresh  vegetables,  cereals,  sweetpotatoes,  and  potatoes.  You  will  note  though 
that  potatoes  on  the  chart  shows  a slight  movement  upward  since  1959*  We  take 
some  pride  in  this  since  our  work  on  potato  flakes,  a form  of  dehydrated  mashed 
potatoes,  has  been  important  to  this  upward  movement,  (fig*  3) 

In  addition  there  are  many  other  important  factors  creating  a favorable 
outlook  for  food,  particularly  for  those  food  products  falling  into  the  conven- 
ience category.  More  women  working,  increases  in  discretionary  income,  more 
knowledge  about  nutrition,  higher  educational  levels,  plus  the  continued  flow 
of  new  products,  should  help  keep  food  sales  rising  in  the  decade  ahead.  An 
item  of  interest  to  consumers  is  contained  in  our  recently  released  convenience 
food  study  which  indicated  that  while  most  convenience  foods  were  more  expensive 
than  home-prepared  items  the  comparatively  small  number  of  less  expensive  con- 
venience foods,  that  housewives  buy  in  volume,  actually  reduce  total  expenditures 
for  food.  Now  as  some  of  you  know,  our  convenience  food  study  was  based  on 
i960  retail  prices  obtained  in  chain  and  independent  supermarkets.  We  have 
taken  a check  of  these  same  items  and  found  that  the  same  relationships  (i.  e., 
cost-saving  of  convenience  vs.  home-prepared  items  per  $100  expenditures  for 
all  foods)  still  held  true  this  fall.  These  findings  are  tentative  at  best 
since  prices  were  obtained  in  supermarkets  in  only  one  market,  Washington,  D.  C. 
(table  l) 

Research  and  development  and  the  food  industry . --The  food  industry  also 
has  had  a good  year.  Although  net  profits  are  down  a bit,  this  has  been  another 
record  sales  year  for  the  food  industry.  There  is  general  agreement  that  new 
food  products  have  played  an  important  part  in  generating  this  record  sales 
level  as  well  as  in  bolstering  a slightly  sagging  level  of  profits.  In  addition, 
we  can  credit,  in  part,  innovations  in  food  processing  with  providing  the  impetus 
for  our  modern  system  of  production  and  marketing  of  agricultural  products. 
However,  in  the  past  year  or  so,  despite  the  impressive  contributions  of  inno- 
vation, there  have  been  some  doubts  raised  about  the  value  of  the  increasing 
amounts  being  spent  on  research  and  development.  These  doubts  have  been 
reinforced  by  the  fact  that  despite  a tripling  of  research  and  development 
expenditures  since  1952,  our  rate  of  economic  growth  has  crept  along  at  a 
comparative  snail's  pace.  2/ 

2/  "Why  So  Few  Really  New  Products,"  Joyce,  Walter,  Printers  Ink,  Febru- 
ary 1,  1963. 
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The  recently  released  preliminary  report  of  the  National  Science  Founda- 
tion provides  some  interesting  insights  as  to  where  the  R and  D dollar  is 
being  spent.  3/  In  19&2,  industrial  firms  accounted  for  nearly  three  fourths 
of  the  nation's  total  research  and  development  performance  of  about  $l6  billion. 
Although  more  than  half  of  the  total  industrial  research  and  development  funds 
were  federally  financed,  the  interesting  statistic,  as  it  concerns  the  consumer, 
is  that  the  food  industry,  the  largest  industry  in  the  United  States  from  a 
sales  point  of  view  accounted  for  less  than  1 percent  ($108  million)  of  the 
total  R and  D performance.  Of  course,  as  expected,  space  and  defense  industries 
used  60  percent  of  the  R and  D funds.  Most  of  the  possible  applications 
developing  from  such  research  activities  will  be  in  the  industrial  area. 

Perhaps  the  present  level  of  expenditures  for  research  and  development 
represents  all  that  can  be  efficiently  used  in  this  research  area  by  the  food 
industry.  On  the  other  hand,  it  may  be  that  if  the  disparity  in  R and  D out- 
lays by  the  food  industry  compared  to  other  groups  continue  we  can  look  for 
further  encroachments  by  no nagri cultural  source  materials  not  only  in  the 
industrial  and  fiber  area  but  in  the  food  area  as  well. 

New  packaging  developments . --Some  of  the  expenditures  for  research  and 
development  in  other  industries  probably  will  have  some  useful  applications  in 
the  food  area.  We  are  all  acquainted  with  the  squeeze  food  tubes  used  by  our 
astronauts  in  their  space  flights.  One  company  already  has  made  application 
of  these  squeeze  food  tubes  to  the  baby  feeding  area.  An  aluminum  squeeze 
tube  has  been  fitted  with  a hollow  handled  plastic  spoon  which  can  be  attached 
to  the  neck  of  the  tube.  Presto J You  have  what  appears  to  be  a convenient 
and  highly  imaginative  package  for  feeding  infants  or  bedridden  patients. 
According  to  a recent  issue  of  Food  Technology,  an  aluminum  food  tube  filled 
with  applesauce  is  moving  into  a market  test,  bj  The  same  article  reports 
some  other  interesting  packaging  developments  in  the  food  product  and  beverage 
field.  The  development  of  the  easy  to  open  can  for  beverages,  an  improved  thin 
tin  can  and  the  development  and  improvement  of  aluminum  containers  appear  to 
be  giving  the  metal  can  a new  lease  on  life  in  the  food  field.  However  competi- 
tion remains  keen  with  improved  glass  containers  as  well  as  plastic  and  paper 
packaging  materials  also  being  developed  rapidly. 

The  Department's  own  Southern  Laboratory  has  been  doing  some  interesting 
work  in  developing  edible  coatings  for  food  products.  While  this  has  been 
talked  about  for  many  a year,  some  of  the  newly  modified  fat  products  developed 
at  the  laboratory  show  promise  in  the  edible  packaging  field. 


3/  Research  and  Development  in  American  Industry  1962,  National  Science 
Foundation,  No.  40,  Washington,  D.  C.,  September  1963* 

4/  "Technical  Problems  Presented  by  New  Containers  and  Materials,"  Brighton, 
K.  W.,  Riester,  D.  W.,  and  Braun,  ©.  G.,  Food  Technology,  September  1963, 

Vol.  IT,  No.  9. 
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New  food  product  developments . --The  emphasis  in  product  development  will 
continue  to  he  in  terms  of  concentration  of  products.  A large  share  of  the 
concentrate  output  will  continue  to  he  produced  by  the  already  established 
methods  of  freezing,  dehydration  and  canning  hut  an  increasing  share  of  the 
output  will  include  new  methods  of  dehydration  or  combinations  of  dehydration 
and  freezing.  Dehydro -freezing,  foam-mat  and  vacuum  puff  drying  and  freeze 
drying  are  examples.  These  increases  will  come  about  as  production  costs  are 
reduced  and  product  quality  is  improved.  Part  of  the  impetus  for  this  growth 
of  new  dehydrated  products  will  come  from  the  prepared  food  manufacturers  them- 
selves who  are  continually  looking  for  satisfactory  new  forms  of  ingredients 
that  will  enable  them  to  produce  new  combinations  of  food  at  a lower  cost. 

This  aspect  is  related  to  the  trend  in  the  food  industry  toward  products  with 
built-in  chef  as  well  as  maid  service  using  exotic  recipes  prepared  in  the 
factory.  High  incomes  also  have  resulted  in  more  restaurant  eating,  but  mass 
feeding  operations  have  been  affected  by  higher  wage  rates  and  higher  costs 
which  in  turn  have  resulted  in  a growing  demand  for  portion  controlled  foods 
which  can  be  produced  in  centralized  kitchens.  In  other  words,  processed  foods 
are  apt  to  be  the  forerunner  of  automation  in  the  food  manufacturing  and  service 
industries.  But  the  greatest  incentive  for  new  product  development  relates 
directly  to  consumer  demand.  It  is  being  bolstered  continually  by  increasing 
amounts  of  disposable  income  available  to  buy  convenient,  ready-to-eat,  high 
quality  food  products.  In  addition,  we  must  remember  that  changing  consumer 
tastes  and  preferences,  changes  in  the  age  and  ethnic  composition  of  the  popu- 
lation and  changes  in  attitudes  regarding  the  status  of  certain  foods  such  as 
potatoes  also  contribute  to  the  upward  trend  in  new  food  product  developments. 

The  Western  Laboratory  has  made  considerable  progress  in  developing  some 
new  food  concepts  as  well  as  moving  closer  to  commercial  conditions  for  some 
of  the  products  mentioned  in  my  earlier  talks  at  the  Family  Living  Sessions. 

On  the  new  side  the  Western  Lab  has  developed  a gelled  applesauce  similar  in 
appearance  and  consistency  to  cranberry  sauce.  It  may  be  served  in  the  same 
way  as  cranberry  sauce,  and  is  particularly  good  with  pork.  Also  the  can  can 
be  warmed  and  when  this  applesauce  turns  to  liquid  it  can  be  poured  into  a 
food  mold  over  pieces  of  fruit,  berries,  vegetables,  nuts,  raisins  or  meat. 

This  product  could  provide  an  additional  outlet  needed  for  the  increasing 
quantities  of  processing  grade  apples  available  in  the  Pacific  northwest. 

A nonsetting  raisin  paste  may  soon  join  fig  paste  as  a filling  in  newtons 
and  other  bakery  products.  Also  of  interest  to  the  raisin  industry  and  the 
entire  dried  fruit  industry  is  DBD  a new  method  of  artifically  drying  fruit. 

The  DBD  refers  to  the  sequence  of  operations  used  dry -branch -dry.  These  fruits 
have  excellent  flavor  and  color.  Some  resemble  their  sAn  dried  counterparts, 
but  most  important  the  method  produces  excellent  quality  products  and  also 
reduces  product  loss  by  relieving  sanitation  problems  encountered  in  sun-drying. 
The  process  also  extends  drying  to  fruits  which  have  not  been  too  successfully 
dried  by  sun-drying.  This  is  particularly  true  of  peaches.  Although  the  DBD 
process  costs  are  higher  than  sun-drying,  the  advantages  may  in  time  offset 
the  cost  factor  in  selected  uses.  And  thus,  it  could  provide  the  various  dried 
fruit  industries  with  new  outlets  for  their  products. 

Our  colleagues  in  the  West  still  are  working  on  our  old  friend  wheat 
bulgur  and  have  recently  developed  a new  process  for  making  instant  bulgur  by 
puffing.  The  method,  similar  to  the  one  used  by  the  Eastern  Laboratory  for 
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fruit  and  vegetable  pieces , will  make  it  possible  to  produce  a line  of  dry- 
bulgur  products  as  convenience  foods  or  to  use  it  as  an  ingredient  in  easy 
to  prepare  dishes. 

A frozen  avocado  salad  similar  to  a fresh  avocado  recipe  known  as  guacamole 
in  Mexico,  has  been  developed  by  the  Southern  Laboratory.  This  product  was 
developed  in  an  effort  to  find  a processing  outlet  for  avocados  that  are 
unsuited  for  fresh  markets  because  of  blemishes  or  other  defects  but  whose 
interior  is  otherwise  sound.  The  product  does  show  considerable  promise, 
mainly  because  it  fits  into  the  growing  trend  toward  convenience  foods  in  the 
institutional  and  household  markets.  The  Southern  Lab  also  has  been  working 
strenuously  on  its  foam-mat  orange  juice  powder  in  trying  to  improve  its 
flavor  and  stability.  Work  also  is  underway  on  a foam-mat  dried  grapefruit 
juice  powder.  These  powders  have  possibilities  both  in  the  domestic  and  in 
foreign  markets. 

Use  of  dehydrated  egg  products  will  increase  in  importance  as  their 
functional  properties  are  improved,  they  are  particularly  helpful  in  reducing 
plant  costs  and  waste  in  food  manufacturing  plants.  Fool-proof  methods  of 
destroying  salmonella  could  lead  to  greater  use  of  these  egg  products  in  such 
convenience  foods  as  prepared  omelet  mixes.  As  a matter  of  fact,  last  month 
at  the  Food  Editors  Conference  in  Chicago,  an  announcement  was  made  about  the 
introduction  of  instant  omelet  mixes.  This  product  will  use  a blend  of  freeze 
dried  ingredients  and  dehydrated  whole  egg  solids  that  will  require  no  refrig- 
eration. 5/ 

Our  work  on  the  market  possibilities  for  frozen  bakery  products  indicates 
that  the  freezing  preservation  of  bakery  products  will  grow  in  importance,  as 
a means  of  achieving  reductions  both  in  bakery  production  and  in  distribution 
costs.  The  frozen  products  permit,  less  frequent  production  and  local  distri- 
bution and  large  centralized  plants  that  ship  to  distant  markets. 

We  have  work  underway  to  determine  acceptance  and  market  potential  for 
varying  levels  of  fat  and  solids  in  beverage  milk.  We  are  doing  this  work  to 
throw  some  light  on  the  possibility  of  expanding  consumption  of  fluid  milk  by 
manipulating  the  solids  content. 

Instant  sweetpotato  flakes,  which  we  discussed  in  some  detail  last  year 
are  now  a commercial  reality.  There  are  now  two  plants  producing  sweetpotato 
flakes,  at  least  one  more  in  the  final  stage  of  construction.  Up  to  now  distri- 
bution of  the  product  has  been  limited  almost  entirely  to  the  food  service 
industry,  particularly  restaurants.  Introduction  into  the  retail  market  appears 
to  be  fairly  near  at  hand.  We  are  conducting  several  small  scale  research 
operations  to  give  us  some  insights  into  the  relative  acceptability  of  different 
package  types  in  supermarkets. 

The  outlook. --The  emphasis  on  food  processing  innovations  is  going  to  have 
a marked  effect  on  various  sectors  of  the  food  industry.  For  example,  more 
refrigerated  and  freezer  space  will  be  required  in  the  supermarket  of  the  future 
to  accommodate  the  new  frozen  foods  as  well  as  to  provide  the  space  for  less 

5/  "New  Products  on  the  Way,"  The  Evening  Star,  October  3,  1963,  Washington, 

D.  C. 
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frequent  but  larger  deliveries  of  frozen  bakery  products.  More  shelf  space 
also  will  be  required  for  displaying  the  many  new  dehydrated  foods,  since  many 
of  these  concentrated  products  do  not  necessarily  come  in  concentrated  packages. 
Look  at  what  has  happened  to  the  potato!  This  slide  shows  that  the  insti- 
tutional and  household  consumer  can  find  today  51  different  kinds  of  processed 
potato  products  for  sale.  This  does  not  include  different  brands  but  only 
different  product  categories.  In  1957  when  we  made  the  market  test  for  white 
potato  flakes  we  found  only  7 processed  potato  product  categories  on  retail 
shelves . 

Another  outgrowth  of  increased  emphasis  on  food  processing  innovations  will 
be  the  impact  on  the  size  and  location  of  processing  facilities.  The  trend 
will  be  toward  larger  more  fully  integrated  facilities  which  will  tend  to  lower 
processing  costs  and  allow  for  better  quality  control.  We  can  almost  predict 
with  certainty  that  the  new  dehydration  processing  techniques  will  result  in 
greater  reductions  in  transportation  and  other  marketing  costs  for  foods  which 
are  produced  relatively  far  from  markets.  Longer  growing  seasons  which  permit 
more  specialized  production  and  longer  operation  in  processing  plants  with 
high  fixed  costs  also  will  become  more  important  in  determining  the  location 
of  new  processing  facilities.  The  West,  particularly  the  Pacific  coast  area 
more  fully  meets  the  above  criteria.  As  a result  the  West  will  likely  gain 
more  in  the  production  of  new  processed  foods  relative  to  other  regions. 

One  last  thought  about  outlook.  Many  of  us  have  talked  about  the  "Golden 
60 's,"  but  the  sluggishness  of  our  economy  has  tarnished  the  gold  somewhat. 
However,  population  growth,  the  changing  composition  of  the  population,  the 
greater  amounts  of  disposable  income  available  to  consumers,  plus  the  continued 
flow  of  new  product  and  process  developments  in  the  food  field,  all  may  help 
restore  some  luster  to  the  remaining  years  of  the  decade.  These  trends  almost  | 
insure  an  optimistic  outlook  for  the  food  industry,  the  consumer  and  maybe 
even  the  farmer. 
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Figure  1 


Table  1. — Effect  of  convenience  foods  on  food  costs  per  $100  expenditure  for 
all  food  in  grocery  stores  1 / 


U.  S.  Farm  : 

Other  2/  j 

Period 

Foods 

Total 

Dollars 

Dollars 

Dollars 

12 -months  1959-60 

Amount  spent  for  convenience  foods. 
Cost  of  equal  number  of  servings  of 

12.55 

1.48 

14.03 

home -prepared. 

12.82 

-.27 

2.28 

-.80 

15.10 

-1.07 

Difference 

September  1959  . 

Amount  spent  for  convenience  foods. 
Cost  of  equal  number  of  servings  of 

12.66 

1.50 

14.16 

home -prepared. 

12.94 

-.28 

2.30 

-.80 

15.24 

-1.08 

Difference 

September  1963 

Amount  spent  for  convenience  foods. 
Cost  of  equal  number  of  servings  of 

12.86 

1.45 

14.31 

home -prepared 

13.47 

-.61 

2.19 

-.74 

15.66 

-1.35 

Difference 

1/  Adjustments  were  made  for  foods  which  were  not  available  during  all  three 
periods  to  make  the  data  comparable. 

2 / Includes  coffee , tea>  fish  and  shellfish. 
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YOUR  MONEY'S  WORTH  IN  FOODS 

Talk  by  Betty  B.  Peterkin 
Consumer  and  Food  Economics  Research  Division 
at  the  4lst  Annual  Agricultural  Outlook  Conference 
Washington,  D.  C.,  11:30  a.m.  Wednesday,  November  20,  1963 


Dollars  spent  for  health,  well-being  and  pleasure  through  food  good  are 
dollars  well  spent.  On  this  all  agree.  Even  so,  almost  every  homemaker  is  guilty 
of  an  inward  groan  as  the  total  cost  of  her  groceries  is  recorded  on  the  cash 
register — realizing  that  in  a week  or  a few  days  the  food  will  be  gone  and  she  will 
be  back  to  pay  again.  Could  she  spend  less  and  still  put  foods  on  her  family  table 
that  cover  nutritional  needs,  that  her  family  enjoys,  that  she  has  time  to  prepare? 
Probably  she  could  if  she  makes  a deliberate  selection  of  foods  based  on  the 
knowledge  of  such  things  as  food  values,  quality  of  food,  and  price  per  serving. 

Today's  supermarket  offers  a delightful  array  of  food  items.  They  may  be 
fresh,  canned,  frozen,  or  dehydrated --with  no  built-in  preparation,  partially 
prepared,  or  completely  prepared  for  the  table - -marketed  as  single  foods  or  in 
combination  with  other  foods  according  to  a variety  of  very  special  recipes --in  a 
variety  of  sizes  of  cartons,  cans,  and  packages  under  a variety  of  brand  names. 

Also  offered  in  many  supermarkets  for  the  homemaker's  convenience  and  distraction 
are  a wide  assortment  of  nonfood  items  from  aspirin  and  toothpaste  to  furniture 
and  lawn  fertilizer. 

Tomorrow's  supermarket  promises  even  more  food  items  and  nonfood  items -- 
each  bidding  for  a part  of  the  family  dollar.  Some  homemakers,  including  many 
who  "groan"  at  food  costs,  are  not  seriously  concerned  about  the  amount  they 
spend.  Satisfaction  from  eating  the  foods  they  prefer  and  convenience  of 
preparation  are  their  primary  considerations . Other  homemakers  who  want  to  buy 
economically  and  still  feed  their  families  well  face  the  ever-increasing  need 
for  an  organized  approach  in  making  food  choices . It  is  about  these  homemakers 
that  we  are  talking  today.  They  must  be  experts  at  spotting  food  bargains. 

A.  food  advertised  as  a "bargain"  or  "best  buy"  is  usually  a food  that  costs 
less  than  it  cost  last  week  and  less  than  it  will  cost  next  week  or  a food  that 
costs  less  than  the  same  food  in  other  stores  in  the  area.  Whether  this  food 
represents  a bargain  to  one  particular  family  is  dependent  on  many  things . 
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1 . Is  it  offered  at  a conveniently  located  store?  Money  saved  on  a food 
item  at  a store  a few  blocks  away  may  be  more  than  used  for  the  gasoline 
or  bus  fare  it  takes  to  get  there  and  back.  Even  if  the  bargain 
represents  a real  saving  in  money,  the  busy  homemaker  may  find  it  too 
costly  in  time  to  shop  around  for  food  bargains . This  homemaker  should 
choose  a convenient  and  generally  low-cost  store  and  stick  to  it . 

2 . Will  the  family  eat  and  enjoy  it?  No  food  is  a bargain  if  the  family 
will  not  eat  it.  However,  a little  persistence  on  the  part  of  the  meal 
planner  may  turn  a disliked  food  into  a family  favorite . A different 
method  of  preparation  or  special  care  in  serving  may  do  the  trick . 

Ideas,  particularly  of  children,  as  to  what  is  good  to  eat  change  as  the 
food  becomes  more  familiar,  as  it  is  accepted  by  others  around  them,  or 
for  no  apparent  reason  at  all. 

3-  Is  it  packaged  in  a quantity  that  meets  family  needs?  Large  cans  and 
packages  may  represent  a saving  over  small  cans  and  packages  of  the 
same  food.  If,  however,  the  large  container  means  leftovers  that 
eventually  are  discarded,  it  is  no  bargain. 

b.  Can  it  be  properly  stored  at  home  until  used?  Very  large  quantities 
can  often  be  purchased  at  low  unit  cost--a  quarter  of  beef,  a bushel 
of  apples , or  a case  of  green  beans . If  such  items  can  be  properly 
stored  to  prevent  spoilage  and  are  not  in  such  large  quantities  that 
the  family  will  tire  of  them  before  they  are  used,  they  represent  a 
real  saving. 

5 . Does  the  homemaker  have  time  and  skill  to  prepare  it?  Few  homemakers 
are  interested  in  preparing  all  foods  from  "scratch"  even  if  it  means 
money  saved.  To  most,  making  bread  at  home  for  example,  is  too  time 
consuming  to  be  worth  the  pennies  saved.  The  store  offers  more  and 
more  foods  that  are  prepared  or  partially  prepared  for  the  homemaker's 
convenience.  The  cost  of  this  preparation  sometimes,  but  not  always, 
adds  to  the  price  of  the  food  item.  The  homemaker  who  knows  how  much 
more  she  pays  for  frozen  French  fried  potatoes  than  for  those  she 
prepares  at  home  is  able  to  make  a wise  decision  as  to  whether  the  time 
she  saves  is  worth  the  extra  amount  paid. 

6 . How  does  its  cost  compare  with  the  cost  of  other  foods  of  similar  food 
value?  The  money-wise  shopper  knows  which  kinds  or  groups  of  foods  go 
together  to  make  up  a good  diet . She  economizes  by  selecting  best 
buys  from  each  of  these  groups  of  foods  . 

7 • Does  it  fit  into  a meal  plan  that  is  good  with  respect  to  nutrient 
needs  and  family  appeal?  A grocery  list  made  from  carefully  planned 
menus  serves  as  a weapon  against  impulse  buying.  Occasionally  the  "Oh, 
that  looks  good,"  item  is  a welcome  change  and  a good  buy,  but  more 
often  it  is  a costly  item  that  should  be  avoided  if  the  grocery  bill  is 
to  be  held  in  check . The  whim  to  throw  caution  to  the  wind  and  splurge 
on  an  expensive  favorite  is  sometimes  a tonic  to  meals--a  fine  idea--if 
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the  budget  is  not  too  tight.  On  the  other  hand,  it  is  a skilled  shopper 
indeed  who  can  make  purchases  that  fit  her  family's  needs  economically 
without  the  safeguard  of  the  grocery  list.  She  must  always  be  alert  to 
the  pitfall  of  the  impulse  buy- -the  out-of -season  fruit,  the  costly 
ready-prepared  items  or  snacks  that  add  little  to  a good  diet  and  much 
to  the  grocery  bill. 

Many  different  combinations  of  foods  will  provide  nutrients  for  an  adequate 
diet.  1 / A 25-year-old  man  can  meet  his  day's  needs  by  consuming  2 cups  of 
reconstituted  nonfat  dry  milk,  3 cups  of  cooked  dry  beans,  5 medium-sized 
potatoes,  10  slices  of  white  enriched  bread,  and  6 ounces  of  margarine  all  at  a 
cost  of  less  than  50  cents.  Few  of  us  would  care  to  eat  at  his  table,  but  we 
can  get  some  valuable  clues  from  his  economical  choices  . Milk  is  our  most 
economical  and  widely  acceptable  means  of  getting  calcium- -the  nutrient  most  often 
short  in  diets  in  the  United  States . Milk  also  provides  riboflavin,  one  of  the  B 
vitamins,  for  the  least  money.  Whole  grain  and  enriched  flour,  cereals,  and  baked 
goods  and  dry  beans  and  peas  are  inexpensive  sources  of  seven  of  the  nine  key 
nutrients.  Potatoes  are  a good  buy  in  thiamine  and  niacin,  two  of  the  B vitamins, 
and  in  vitamin  C.  Citrus  fruits,  however,  are  our  best  buys  in  vitamin  C,  and 
dark-green  and  deep-yellow  vegetables  are  by  far  the  most  economical  sources  of 
vitamin  A. 

The  Daily  Food  Guide  2 /,  developed  by  USDA,  is  an  excellent  aid  to  the  home- 
maker in  selecting  a nutritious  diet,  and  one  that  will  be  less  monotonous  than 
the  one  above.  The  Daily  Food  Guide  specifies  the  number  of  servings  of  foods 
from  four  broad  food  groups,  milk,  meat,  vegetables  and  fruits,  and  bread  and 
cereals,  that  will  provide  the  main  part  of  the  day's  nutrient  needs. 

Using  the  guide  the  homemaker  can  establish  a meal  pattern  for  the  day  that 
meets  the  demands  of  her  family's  schedule.  Breakfast  may  be  a big  meal  eaten 
early  which  includes  a main  dish  of  eggs  or  meat  or  both,  a cereal  or  pancakes, 
fruit  or  fruit  juice  and  beverage;  or  it  may  be  a quick  and  easy  breakfast  of 
fruit,  ready-to-eat  cereal  and  milk.  The  noon  meal  may  be  the  main  meal  of  the 
day  with  meat,  vegetables,  a salad,  and  dessert;  or  it  may  consist  of  a packed 
lunch  for  some  members  of  the  family  and  a light  meal  at  home  for  others . The 
evening  meal,  on  the  other  hand,  may  be  a light  supper  or  the  main  meal  of  the  day. 
Snacks  will  also  be  a part  of  the  pattern.  Saturday  and  Sunday  meal  patterns  may 
be  somewhat  different  from  those  on  week  days . 


l/  Five  food  plans  at  different  cost  levels  have  been  developed  using  as 
criteria  the.  relative  nutritional  economy  of  different  groups  of  foods,  the 
nutritional  needs  of  individuals  (NRC  daily  dietary  allowances),  and  the  suita- 
bility of  the  food  in  relation  to  meal  patterns  common  in  the  U.  S.  These  plans 
specify  the  quantities  of  11  food  groups  which  will  supply  nutrient  needs  of 
individuals  in  17  sex-age  groupings  and  for  women  during  pregnancy  and  lactation. 
The  development  and  use  of  these  plans  are  described  in  a publication  issued  in 
November  1962,  "Family  Food  Plans  and  Food  Costs,"  HERR  No.  20,  USDA. 

2/  Food  for  Fitness  ..  .A  Daily  Food  Guide,  Leaflet  No.  k2k,  USDA. 
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Within  the  framework  of  the  meal  pattern  the  specific  foods  must  he  selected 
for  each  day.  It  is  with  these  selections  that  the  food  bargain  hunt  begins. 

What  will  the  menu  include  for  main  dishes?  Which  high  vitamin  C food  should  be 
included?  What  in-season  vegetables  and  fruits  are  available  at  reasonable  cost 
per  serving?  Should  a vegetable  be  purchased  in  the  fresh,  canned,  or  frozen 
form?  Would  it  be  best  to  get  the  large  or  small  container?  Should  the  dessert 
be  made  from  scratch,  prepared  from  a mix,  or  purchased  ready-to-eat?  What  is 
done  in  these  respects  can  mean  money  saved . The  difference  of  a few  cents  on 
each  serving  may  mean  a few  dollars  on  the  week's  groceries--saved  for  piano 
lessons  for  a child,  or  new  drapes  for  the  living  room.  In  some  instances  wise 
grocery  purchases  will  make  it  possible  for  the  family  to  eat  better  even  though 
the  same  amount  of  money  is  spent . 

Let's  see  how  it  works  for  the  four  broad  food  groups. 


Buying  for  Nutrient  Return 

Main  dish  items  offer  fine  possibilities  for  savings . These  protein-rich 
foods --meat,  poultry,  fish,  eggs,  cheese,  dry  beans  and  peas,  nuts  and  peanut 
butter--account  for  almost  40  cents  of  every  dollar  spent  for  food  in  the  United 
States . The  range  in  the  cost  of  a serving  of  these  foods  is  wide . 

The  real  main  dish  bargains  provide  protein  3/  at  low  cost . Such  bargains 
can  be  found  by  comparing  the  costs  of  the  quantities  of  different  meats  and  meat 
alternates  which  will  furnish  equal  amounts  of  protein.  The  costs  of  quantities 
of  some  commonly  used  main  dish  items  needed  to  provide  one -third  of  the  National 
Research  Council's  recommended  daily  dietary  allowance  of  protein  for  a 25-year- 
old  man  (23-3  grams)  are  shown  on  Slides  1 and  2.  These  costs,  based  on  Bureau 
of  Labor  Statistics  average  retail  prices,  and  prices  from  a Washington,  D.  C. 
supermarket,  January  1963  are  presented  only  as  an  example. 

Dry  beans,  cheese,  peanut  butter,  and  eggs  are  all  good  buys  in  protein 
regardless  of  usual  price  variation.  About  l-l/2  cups  of  cooked  or  canned  beans, 
4 ounces  of  American  cheese,  ?>/k  cup  of  cottage  cheese,  5 tablespoons  of  peanut 
butter  or  3 eggs  will  provide  one-third  of  a day's  protein.  Dry  beans  and  peas 
represent  a real  protein  bargain,  because  of  their  low  cost . Even  though  larger 
quantities  of  these  foods  than  of  meats  are  needed  to  provide  equal  protein,  food 
bills  can  be  cut  if  they  are  used  in  place  of  or  in  combination  with  meats  in 
some  meals . 

The  price  per  pound  of  meat  is  often  misleading  as  a bargain  indicator. 
Quantities  of  meat  as  purchased  needed  to  furnish  a specified  amount  of  protein 


3/  Nutritive  values  of  foods  used  in  this  paper  are  from  Composition  of  Foods, 
Agriculture  Handbook  No.  8 (Revision,  in  press)  USDA  or  from  Nutritive  Value  of 
Foods,  Home  and  Garden  Bui.  No.  72 , USDA. 
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are  widely  different  depending  on  (l)  the  amount  of  bone,  gristle,  and  excess  fat 
included  in  the  purchase,  (2)  the  amount  of  weight  lost  in  cooking,  and  (3)  the 
protein  content  of  the  ready-to-eat  food.  Taking  round  steak  and  pork  roast  as 
an  example,  we  see  according  to  the  chart  that  each  provided  protein  at  about  the 
same  cost . The  round  steak  purchased  with  the  bone  cut  out  and  with  little  excess 
fat  cost  $1.11  a pound  and  the  roast  pork  purchased  with  bone  in  and  containing 
considerable  excess  fat  cost  only  67  cents  a pound.  A pound  of  round  steak 
yields  almost  10  ounces  and  a pound  of  pork  roast  yields  only  6 ounces  of  cooked 
lean  meat.  On  the  other  hand,  a pound  of  turkey  or  chicken  yields  about  the  same 
cooked  lean  as  the  pork  roast --6  to  7 ounces --but  provides  protein  more  econom- 
ically because  of  its  relatively  low  price  per  pound.  Beef  liver  combined  a high 
yield  of  cooked  lean  and  a moderate  cost  for  an  outstanding  buy  in  protein  and 
other  nutrients  as  well. 

Generally  a 2-l/2  to  3“l/2  ounce  serving  of  cooked  lean  meat  from  beef,  pork, 
lamb,  veal,  chicken,  turkey,  and  fish  will  provide  one-third  of  the  protein 
allowance  for  the  25-year-old  man.  However,  about  10  slices  of  bacon  with  its 
high  fat  content,  4 frankfurters,  7 slices  of  bologna  and  6 fish  sticks  are 
required  to  provide  this  amount  of  protein.  These  main  dish  items  which  are 
among  the  less  costly  per  serving  are  not  protein  bargains . 

A weekend  special  or  variation  in  prices  from  season  to  season  or  from  store 
to  store  may  effect  the  bargain  rating  of  a meat  considerably.  For  example,  a 
special  price  of  29^  a pound  would  make  the  chicken  cost  10 $$  for  1/3  da^s  protein 
instead  of  the  15$$  shown  in  the  chart,  computed  at  40$$  per  pound.  A table  for 
each  calculation  of  the  cost  of  one-third  of  a day's  allowance  of  protein  from  26 
commonly  used  main  dish  items  at  current  local  prices  is  provided  in  the  June 
1963  issue  of  Family  Economics  Review. 

Computing  the  cost  of  protein  from  different  cuts  of  meat  is  too  much 
arithmetic  to  be  useful  to  the  homemaker  in  comparing  costs  of  the  meat  counter . 
Fortunately,  there  is  a far  simpler  and  fairly  accurate  way  for  her  to  choose 
the  best  buys  in  protein.  With  the  exception  of  sausages,  bacon  and  breaded 
portions,  equal  size  servings  of  the  cooked  lean  from  most  cuts  and  types  of 
meat,  poultry,  and  fish  provide  similar  smounts  of  protein.  Therefore,  the  cuts 
which  cost  least  per  serving  of  cooked  lean  are  usually  the  best  buys  in  protein. 
The  homemaker  can  compare  the  costs  of  servings  or  of  amounts  of  different  meats 
needed  to  feed  her  family,  assuming  these  amounts  yield  similar  quantities  of 
cooked  lean,  to  roughly  determine  the  least  expensive  source.  That  is,  a third 
of  the  price  of  a roast  which  will  feed  the  family  for  three  meals  can  be 
compared  with  the  cost  of  a package  of  chops  that  will  be  used  at  one  meal . 

Further  savings  at  the  meat  counter  can  be  realized  if  cuts  best  suited  to 
the  cooking  method  planned  are  purchased,  and  if  lower  cost  grades  are  utilized. 

Milk  and  its  products  are  counted  on  to  furnish  a large  part  of  the  day's 
needs  for  calcium  for  both  children  and  adults . Milk  is  also  a valuable  source 
of  other  minerals  and  vitamins  and  gives  high  quality  protein. 
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Milk  can  be  included  in  the  diet  in  several  forms , some  costing  much  less 
than  others  (slide  3)  • Fresh  whole  milk  is  the  most  popular  and  the  most 
expensive  form.  Nonfat  dry  milk  can  he  used  for  less  than  one-third  the  cost 
of  whole  fluid  milk.  Let  us  see  how  much  a family  of  two  adults  and  two  children 
using  the  amount  of  milk  recommended  in  the  food  guide — 21  quarts  a week- -could 
save  by  changing  their  milk  buying  and  using  habits  in  any  of  these  ways: 
Washington,  D.  C.  prices  were  used  for  this  example  - 

They  could  save  2 cents  a quart  or  42 ^ a week  if  they  bought  in  half -gallon 
instead  of  quart  containers . 

They  could  save  another  2 cents  a quart  for  a total  of  84^  if  they  got  milk 
at  the  store --not  through  home  delivery. 

They  could  save  4 cents  a quart  or  84^  if  they  used  skim  milk*  instead  of 
whole  milk  bought  at  the  store . 

They  could  save  $2.10  a week  if  they  mixed  one-half  nonfat  dry  milk 
reconstituted*  and  one -half  whole  milk  bought  at  the  store. 

They  could  save  $4.20  a week  if  they  used  all  nonfat  dry  milk*  instead  of 
whole  milk  bought  at  the  store . 

They  could  save  2 cents  for  each  cup  of  evaporated  milk  used  in  cooking,  or 
for  coffee,  in  place  of  whole  milk. 

They  could  save  5 cents  for  each  cup  of  reconstituted  nonfat  dry  milk*  used 
in  cooking  in  place  of  whole  milk. 

Slide  4 shows  the  costs  of  cheese  and  ice  cream  in  amounts  which  would 
provide  the  calcium  of  1 cup  of  whole  milk,  using  prices  from  a Washington,  D.  C. 
supermarket,  January  1963*  With  the  exception  of  American  cheddar  and  Swiss 
cheeses  the  relatively  large  quantities  of  these  milk  products  needed  to  furnish 
the  calcium  of  1 cup  of  milk  make  them  expensive  sources  of  calcium. 

Four  or  more  servings  of  vegetables  and  fruits  daily  are  suggested  in  the 
daily  food  guide . These  include  a dark-green  and  deep-yellow  vegetable  at  least 
every  other  day  for  its  vitamin  A value,  and  a citrus  fruit  or  juice  or  other 
vegetable  or  fruit  providing  liberal  amounts  of  vitamin  C at  least  once  a day. 


*Reconstituted  nonfat  dry  milk,  buttermilk,  and  fluid  skim  milk  furnish  only 
a little  more  than  half  the  calories  or  whole  milk- -an  advantage  to  weight 
watchers  and  a disadvantage  to  persons  needing  more  food  energy.  Vitamin  A 
value  found  in  the  fat  of  whole  milk  is  not  present  in  these  more  economical 
nonfat  products  unless  added  by  the  manufacturer . 
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The  major  vitamin  A and  vitamin  C providers  are  the  best  buys  regardless  of 
fluctuations  in  price  because  they  contribute  so  much  more  of  these  important 
vitamins  than  other  vegetables  and  fruits.  For  example,  one-half  sweetpotato 
will  supply  the  daily  vitamin  A needed  for  a young  man,  but  it  would  take  2 heads 
of  lettuce  to  furnish  an  equal  amount . It  is  not  reasonable  to  assume  that  a 
person  would  choose  to  get  his  entire  vitamin  A quota  for  the  day  by  eating  2 
heads  of  lettuce --but  if  he  did,  the  cost  of  the  lettuce  would  be  more  than  that 
of  the  one-half  sweetpotato.  Likewise,  the  cost  of  7-l/2  bananas  which  would 
provide  a day's  allowance  of  vitamin  C is  greater  than  the  cost  of  a medium-size 
orange  which  also  gives  a day's  need. 

The  cost  of  a day's  allowance  of  vitamin  A for  a 25-year-old  man,  using 
prices  in  a Washington,  D.  C.,  supermarket  in  January  1963>  varied  considerably 
even  among  some  of  the  good  sources.  (Slide  5) 

The  day's  allowance  of  vitamin  A which  can  be  gotten  from  a serving  or  less 
of  carrots,  fresh  and  frozen  greens  or  sweetpotatoes  cost  2 to  5 cents.  Two 
servings  of  canned  apricots  and  fresh  and  frozen  broccoli  are  needed  for  a day's 
allowance,  costing  11  to  l4  cents.  The  one-half  cantaloupe,  out-of -season, 
provided  a day's  need  for  20  cents;  and  the  three  fresh  tomatoes,  out-of-season, 
cost  39  cents.  Canned  tomatoes,  because  of  their  lower  cost,  supplied  the  day's 
allowance  of  vitamin  A at  11  cents . 

The  cost  of  a day's  allowance  of  vitamin  C also  varies  among  better  sources 
as  shown  in  slide  6 . 

Of  these  selected  items,  orange  juice  from  fresh  Florida  oranges,  from  frozen 
concentrate,  or  canned  ready-to-drink  were  best  buys  in  vitamin  C at  4 cents  per 
day's  allowance.  The  day's  allowance  from  grapefruit  and  navel  oranges  cost 
about  twice  as  much.  Four  average  servings  of  baked  potato  and  canned  potatoes 
are  needed  for  a day's  allowance  of  vitamin  C,  but  they  were  fairly  inexpensive 
sources  due  to  their  low  cost  per  serving.  Fresh  tomatoes  and  cantaloupe,  out- 
of-season,  were  the  most  expensive  sources  among  these  selected  items . 

After  selections  of  the  vitamin  A and  vitamin  C rich  vegetables  and  fruits 
are  made  to  meet  the  family  needs,  nutritional  contribution  of  the  other  fruits 
and  vegetables  used  is  not  an  important  consideration.  Choices  may  be  made  purely 
on  the  basis  of  cost. 

To  determine  precisely  which  of  two  or  more  of  these  items  is  the  least 
costly,  the  cost  of  the  same  amount  or  quantity  of  ready-to-eat  food  should  be 
compared.  The  cost  of  a serving  of  food  is  often  used  as  a basis  for  comparison. 
For  example,  one  $2-l/2  can  of  pears  yields  about  3“l/2  cups--or  seven  l/2  cup 
servings.  Priced  at  39  cents  a can,  one  serving  costs  about  6 cents  ( 39/ 7 ) • On 
the  other  hand,  a serving  of  applesauce  from  a $303  can  which  contains  four  l/2 
cup  servings  and  costs  l4  cents  would  cost  3~l/2  cents.  (l4/4).  A few  cents 
saving  on  a serving  may  seem  unimportant.  However,  the  family  of  four  could  save 
$1.12  a week  on  vegetables  and  fruits  alone  if  2 ^ per  serving  were  cut  from  costs 
of  two  menu  items  daily.  With  the  wide  range  in  prices  of  vegetables  and  fruits, 
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such  savings  are  available  to  the  shopper  who  wants  to  cut  food  costs . At  the 
same  store  and  on  the  same  day  as  the  canned  pears  and  applesauce  were  priced, 
serving  costs  were  computed  for  80  commonly  used  vegetable  and  fruit  products — I 
fresh,  frozen,  and  canned.  Costs  varied  from  less  than  2 cents  per  serving  for 
fresh  carrots,  cabbage,  and  potatoes  to  more  than  10  cents  per  serving  for  fresh 
tomatoes,  asparagus,  navel  oranges,  strawberries,  and  pears. 

Price  variations  from  season  to  season  and  from  week  to  week  make  calculating 

the  cost  of  a serving  a never-ending  job.  There  are  some  items  which  can  be 

counted  on  for  low  cost--fresh  cabbage,  carrots,  and  potatoes,  canned  tomatoes 
and  tomato  juice,  and  canned  and  frozen  citrus  juices.  These  are  all  valuable 
contributors  of  either  vitamins  A or  C . Costing  only  slightly  more  are  most  canned 
vegetables --green  beans,  peas,  corn,  carrots,  and  some  of  the  less  expensive 
canned  fruits --peaches , pineapple,  applepauce-,  and  fruit  cocktail. 

The  homemaker  who  finds  the  cost-of-a-serving  calculation  too  much  arithmetic! 
can  compare  costs  of  cans,  packages,  and  pounds  of  fresh  produce  which  best  fit 
the  family  needs  for  one  meal.  The  contents  of  a can  or  package  or  two  cans  or 
two  packages,  are  sometimes  a little  more  or  a little  less  than  the  family  appetite 
for  one  meal  requires.  Even  so,  the  homemaker  will  probably  "make  do"  with  the 
container  that  best  fits  her  need  by  giving  larger  or  smaller  servings.  Thus, 
the  cost  of  a container  or  containers  of  frozen  or  canned  products  and  the  cost  of  ■ 

the  quantity  of  fresh  vegetables  or  fruits  which  best  fit  the  needs  of  a family 

for  one  meal  can  be  compared  even  though  the  actual  quantities  are  not  exactly 
the  same.  For  a family  of  four,  for  example,  the  cost  of  a package  of  frozen 
peas  (l9-l/2^),  2 pounds  of  fresh  peas  (38^),  and  a #303  can  of  peas  (18^)  might 
be  compared . 

Such  comparisons,  when  made  between  different  kinds  of  vegetables  or  fruits,  j 
do  not  take  into  account  differences  in  nutritional  contributions  that  may  exist . 

If  care  is  taken  to  include  in  the  menu  a good  source  of  vitamin  C daily  and  a 
good  source  of  vitamin  A every  other  day,  this  is  not  an  important  consideration.  < 

The  daily  food  guide  calls  for  4 or  more  servings  of  any  of  the  following — 
whole  grain,  enriched,  or  restored  breads  and  cereals : 

Bread,  cooked  cereals,  ready-to-eat  cereals,  cornmeal,  crackers,  flour, 
grits,  macaroni,  noodles,  parboiled  rice,  rolled  oats,  and  spaghetti.  Also, 
biscuits,  muffins,  cakes,  cookies,  and  other  baked  goods  made  with  whole  grain 
or  enriched  flour  can  be  counted  in  the  daily  quota. 

These  foods  are  well-liked  by  most  people j they  are  easily  fitted  into  meal 
plans,  and  with  few  exceptions  are  inexpensive.  Many  commonly  used  breads  and 
cereals  cost  less  than  2-l/2  cents  per  serving. 
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Whole  grain  and  enriched  breads  cost  about  "the  same  per  pound  as  unenriched 
breads  but  the  whole  grain  and  enriched  breads  are  by  far  the  best  buys  for 
nutrient  return.  Using  thiamine  as  our  nutrient  indicator,  white  enriched  bread 
was  found  to  be  the  best  bread  buy  in  a Washington,  D.  C.  supermarket.  A pound 
loaf  cost  $0.21.  To  get  the  same  amount  of  thiamine  as  in  this  loaf  of  white 
enriched  bread,  a family  would  need  to  buy: 


1.0  lb.  whole-wheat  bread  costing  $0.24 

1.1  lb.  dark  rye  bread  costing  28 

1.4  lb.  light  rye  bread  costing  34 

2.1  lb.  cracked-wheat  bread  costing 52 

3-5  lb.  unenriched  white  bread  costing 74 

4.9  lb.  unenriched  raisin  bread  costing  1.47 


Breakfast  cereals,  ready-to-eat  or  cooked,  are  good  buys  in  nutrition.  They 
give  substantial  amounts  of  many  nutrients  in  return  for  the  few  pennies  they 
cost  per  serving.  Most  ready-to-eat  cereals  contain  amounts  of  the  B- vitamins 
and  iron  comparable  to  or  higher  than  cereals  cooked  at  home . They  cost  about 
one  cent  more  per  serving--28  cents  a week  for  the  family  of  four  eating  cereal 
every  morning.  Sugared  and  cocoa-flavored  cereals  cost  one-half  to  one  cent  more 
per  serving  than  regular  ready-to-eat  varieties . 

Enriched  spaghetti,  macaroni,  and  noodles  and  parboiled  or  converted  rice  are 
also  good  buys  nutrient  wise.  Unenriched  spaghetti,  macaroni,  and  noodles  are 
inferior  to  enriched  products  in  food  value  and,  in  some  cases,  cost  considerably 
more  . White  milled  rice  which  costs  less  than  parboiled  rice  is  much  lower  in 
food  value  and  is  not  a real  bargain. 

Sugars  and  fats  come  in  forms  with  widely  varying  price  tags . The  money- 
conscious homemaker  should  consider  carefully  before  spending  her  food  dollars 
for  the  more  expensive  of  these.  Calorie  counters  will  want  to  forego  large 
amounts  of  these  items  in  favor  of  foods  such  as  milk,  meats,  fruits  and 
vegetables,  and  whole  grain  or  enriched  breads  and  cereals  which  give  other 
needed  nutrients . 


The  costs  of  a pound  of  commonly  used  sugars  and  fats  priced  in  a Washington, 
D.  C.  supermarket  and  the  costs  of  100  calories  from  these  items  are  shown  below: 


Item 

Cost  per 

Cost  per 

Item 

Cost  per 

Cost  per 

pound 

100  calories 

pound 

100  calories 

Sugar  

12  (/ 

0.795 

Lard  

2O95 

0.595 

Jelly  

40^ 

3.595 

Margarine  

2895 

.995 

Candy  bars  . . . . 

. 72^ 

3.295 

Salad  dressing  

28  95 

I.695 

Fancy  preserves 

80^ 

6.395 

Vegetable  shortening 

2995 

.795 

Fancy  candies  . 

. 150^ 

8. 095 

Corn  oil  

3295 

.895 

French  dressing  .... 

40  95 

2.2$5 

Butter  

7595 

2.395 
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Convenience  Foods  Versus  Home-Prepared  Foods 

The  supermarket  shelves  and  freezer  chests  are  filled  with  foods  that  have 
been  partially  prepared  or  fully  prepared  for  the  table . Some  of  these  foods 
which  offer  "convenience"  to  the  homemaker  cost  more  than  similar  foods  prepared 
at  home.  Other  convenience  foods  cost  less  than  similar  products  prepared  at 
home . 


In  a recent  USDA  study  of  1^8  convenience  items  bj , b2  were  found  to  be  less  i 
expensive  than  their  home-prepared  counterparts  and  the  remaining  116  were  found 
to  be  more  expensive.  More  food  dollars  were  spent  for  the  b2  less  expensive 
convenience  foods  than  for  the  ll6  more  expensive  ones  according  to  this  study. 

The  busy  homemaker , whether  employed  away  from  home  or  occupied  with  child 
care,  homemaking,  and  outside  activities,  must  budget  her  time  as  well  as  her 
money.  It  is  to  her  advantage  to  be  able  to  spot  convenience  foods  which: 

(1)  are  acceptable  to  her  and  her  family; 

(2)  will  save  her  considerable  time; 

(3)  add  nothing  or  only  small  amounts  to  the  food  bill. 

No  convenience  food  is  always  less  costly  than  its  home -prepared  counterparts 
regardless  of  season,  store  of  purchase  or  brand.  Listed  below  are  some  foods 
with  built-in  services  (cleaning,  squeezing,  peeling,  mixing  or  cooking)  that 
generally  cost  about  the  same  or  less  than  foods  purchased  without  these  services 
being  performed.  For  example,  canned  orange  juice  costs  less  than  the  fresh 
oranges  needed  for  preparing  an  equal  amount  of  juice  except  when  fresh  oranges 
are  offered  at  a very  special  price . 

Orange  juice,  frozen  concentrate  or  canned 

Biscuit  mix  and  cake  mixes 

Coffee,  instant 

Many  vegetables,  canned  and  frozen  (if  fresh  vegetables  are  out- 
of- season) 

Convenience  foods  that  generally  cost  more  than  similar  products  that  are 
cleaned,  peeled,  mixed,  or  cooked  at  home  are: 

Biscuits  and  rolls,  frozen  or  ready-to-eat 

Cakes  and  pies,  frozen  and  ready-to-eat 

Cereals , ready-to-eat 

Potatoes,  dehydrated  and  frozen 

Frozen  complete  dinners 

Many  fruits,  canned  and  frozen  (if  fresh  fruit  is  in  season) 


b/  "Comparative  Costs  to  Consumers  of  Convenience  Foods  and  Home-Prepared 
Foods",  Marketing  Research  Report  No.  609.  ERS,  USDA. 
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The  relative  costs  of  the  convenience  and  home -prepared  mixed  dishes  such  as 
pot  pies,  beef  stew,  cakes,  cookies,  etc.,  are  partially  dependent  on  the  degree 
to  which  recipes  used  for  the  home-prepared  items  duplicate  those  used  in 
commercial  preparation.  The  pot  pie  prepared  by  the  homemaker  may  contain  more 
meat  than  the  frozen  pie  in  the  store- -making  the  home-prepared  pie  better  tasting, 
more  nutritious,  and  more  expensive.  The  homemaker's  favorite  cake  recipe  may 
contain  more  eggs  and  shortening  than  cakes  made  from  mix  or  ready-to-eat  cakes . 
Also  the  recipe  may  make  a cake  which  is  larger  or  smaller  than  the  cakes  from  mix 
or  ready-to-eat . 

If  the  homemaker  and  her  family  find  the  convenience  product  acceptable  as  a 
substitute  for  the  home-made,  it  is  reasonable  to  compare  the  cost  of  preparing 
the  homemaker's  recipe  with  the  cost  of  a similar  amount  of  the  convenience  item-- 
assuming  that  each  product  is  a part  of  a diet  that  fills  nutrient  needs  of  the 
family. 


Buying  the  Large  Container 

Adding  to  the  confusion  of  the  shopper  is  the  large  assortment  of  sizes  of 
containers — packages,  bags,  cans.  The  same  type  cereal  may  be  packaged  in  eight 
1-ounce  packages,  a regular  8-ounce  package,  a 12-ounce  package,  and  an  l8-ounce 
package  and  may  be  marketed  by  several  manufacturers . Vegetables  and  fruits  can 
be  purchased  in  cans  ranging  in  content  from  the  buffet  size  containing  1 cup  to 
the  #10  size  which  contains  13-l/2  cups  . The  contents  of  some  packages  and  cans 
have  weights  including  fractions  of  an  ounce--6-l/2  ounces,  13-3A-  ounces. 

Large  containers  usually,  but  now  always,  give  some  cost  advantage  over  the 
small  containers.  That  is,  they  can  be  purchased  at  lower  cost  per  serving,  per 
ounce,  or  per  pound.  A quick  comparison  of  costs  at  the  store  is  best.  If  the 
limited  time  and  confusion  in  the  store  make  this  too  difficult,  prices  and  sizes 
of  containers  can  be  jotted  down  for  comparison  at  home.  The  next  purchase  of  that 
item  may  be  made  at  less  expense  per  pound  of  food,  if  the  prices  have  not  changed. 

Comparisons  should  be  made  only  for  containers  that  the  family  can  use 
without  waste.  Comparison  of  foods  used  regularly  will  be  the  most  worthwhile 
since  the  cost  advantage  can  be  realized  time  and  again. 

The  weight  of  the  contents  of  a package  or  can  is  shown  on  the  label- - 
probably  in  ounces  or  pounds  and  ounces . It  may  be  in  small  print  but  it  should 
be  there.  (Senator  Hart's  bill  with  regard  to  unfair  and  deceptive  methods  of 
packaging  and  labeling,  now  in  committee,  should,  if  enacted  into  law,  insure 
that  the  consumer  has  more  meaningful  information  on  the  contents  of  packages 
and  cans . ) 

Below  are  some  comparisons  of  costs  of  an  ounce  and  a pound  for  different 
size  containers  using  prices  in  a local  store.  These  foods  are  not  always 
products  bearing  the  same  brand  name . 
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Item 

Size  of 
container 

Price  of 
container 

Cost 

per  ounce 

Cost 

per  pound 

Corn  flakes 

8-1  oz . packs 

$ 0.33 

$ 0.08l 

$ 0.66 

8 oz . 

.18 

.022 

• 36 

12  oz. 

•25  : 

.021  i 

•33 

l8  oz. 

.29  | 

.016 

.26 

Peaches,  canned:  Buffet 

8-3/1+  oz. 

.14 

.016 

.26 

#303, 

l6  oz . 

.20 

.012 

.20 

#2-1/2 

29  oz. 

.29 

.010  i 

.16 

Frankfurters 

8 oz . 

• 37  | 

.046 

• 74 

l6  oz . 

•65  | 

•04l 

.65 

Rice,  parboiled 

l4  oz. 

•27  | 

.019 

• 31 

28  oz. 

.47 

.017 

• 27 

Orange  juice,  concen-  ; 

6 oz. 

•19 

.032 

• 51 

trated,  frozen 

12  oz. 

.27 

.022 

•49 

! 

Peas,  frozen 

10  oz. 

.20 

.020 

• 30 

32  oz. 

.59 

.018 

j 

.30 

1 

l 

Coffee,  instant 

6 oz . 

.82 

• 137 

2.19 

10  oz . 

1.39 

• 139 

2.22 

Some  foods  represented  considerable  savings  when  purchased  in  large  rather 
than  small  containers . Others  represented  little  or  no  savings . Corn  flakes 
packaged  in  individual  packs  cost  over  twice  as  much  as  corn  flakes  in  the  large 
package . A hot  dog  from  a one -half  pound  package  cost  about  a penny  more  than 
one  from  a pound  package . One-half  cup  of  orange  juice  made  from  concentrate 
from  the  6 ounce  can  cost  one  cent  more  than  a like  serving  from  a 12  ounce  can. 
There  was  no  cost  advantage  in  buying  the  32  ounce  package  of  frozen  peas  over 
the  10  ounce  package . 

In  conclusion,  the  homemaker  who  wants  to  get  the  best  for  her  money  at  the 
grocery  store  must  -- 

--know  her  family. 

What  foods  do  they  need  for  good  nutrition? 

What  foods  do  they  like  or  can  they  be  encouraged  to  like? 

How  much  will  they  eat  without  waste?' 
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-know  herself . 

How  much  time  can  she  and  is  she  willing  to  give  to  food  preparation 
if  the  price  is  right? 

-know  food  values . 

Which  foods  give  big  nutrient  return? 

How  do  they  go  together  to  provide  total  nutrient  needs? 

-know  food  prices  . 

Which  foods  are  good  buys  in  nutrients? 

Which  foods  offer  built  in  maid  service  at  little  or  no  extra  cost? 

Which  foods  cost  considerably  less  when  purchased  in  large  quantities 

-know  self  control. 

How  can  she  keep  from  blowing  the  savings  on  a juicy  steak,  the  fruit 
out-of-season,  or  that  delicious  looking  dessert  at  the  bakery 
counter.  Or  perhaps  those  are  the  joys  that  her  savings  make 
possible . 


Cost  of  1/3  Days 
Protein,*  Jan.  1963 


*1/3  of  NRC  daily  dietary  allowance 
(1958)  for  protein  for  the  25  year 
old  man.  Prices  from  BLS  and 
Washington  D.C.  Supermarket. 


Dry  American  Peanut  Cottage  Canned  Eggs, 

beans  cheese  butter  cheese  beans  large 


U.  S.  DEPARTMENT  OF  AGRICULTURE 


NEG.  63(10)  5738  AGRICULTURAL  RESEARCH  SERVICE 


Slide  1 


Cost  of  1/3 
Days  Protein! 
Jan.  1963 


FROM  COOKED  LEAN  MEATS 

*1/3  of  NRC  daily  dietary  allowance 
(1958)  for  protein  for  the  25  year 
old  man.  Prices  from  BLS  and 
Washington  D.C.  Supermarket. 


Ham-  Chicken,  Beef  Haddock,  Frank-  Round  Pork 
burger  fryer  liver  fillet  furters  steak  roast 


U.  S.  DEPARTMENT  OF  AGRICULTURE 


NEG.  63(10)  5737  AGRICULTURAL  RESEARCH  SERVICE 
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Cost  of  1 Cup  of 
Milk,  Jan.  191$ 


Prices  from  Washington  D.C. 
Supermarket. 


Nonfat  Evaporated,  Skim  Buttermilk  Whole 

dry,  reconstituted  fluid  fluid 


reconstituted 


NE6.  63(10)  5739  AGRICULTURAL  RESEARCH  SERVICE 
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FROM  MILK  PRODUCTS, 
JAN.  1963 

Prices  from  Washington  D.  C. 
Supermarket 


95( 


American  Swiss  WHOLE  Ice  Cottage  Cream 

cheese  cheese  M)LK  cream  cheese  cheese 


U.  S.  DEPARTMENT  OF  AGRICULTURE  NEG.  63(10)  5740  AGRICULTURAL  RESEARCH  SERVICE 


U.  S.  DEPARTMENT  OF  AGRICULTURE 


Cost  of  Calcium 
of  1 Cup  of  Milk 


Slide  4 


"NRC  allowance  (1958)  for  the  25  year-old  man. 
kFresh  or  frozen. 

Prices  from  Washington  D.  C.  Supermarket. 


Cost  of  a Day’s 
Vitamin  A!  Jan.  ilu> 


2$ 


fU  ^ © $TOJ 


3 to  5$ 


IK 


1/3  cup 
Carrots 

1/2  med. 

Sweet  potato 

1/2  cup 
Greens^ 

2 cups 
Tomatoes, 
canned 

11  to  IK 

13$ 

2<K 

39$ 

$3  ® 


1 cup 

Broccoli  A 


U.  S.  DEPARTMENT  OF  AGRICULTURE 


i cup 
Apricots, 
canned 


2/5 

med. 

Cantaloupe 


3 

med. 

Tomatoes 


NEG.  63(10)  5741  AGRICULTURAL  RESEARCH  SERVICE 
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*NRC  allowance  (1958)  for  the  25  year-old  man. 
AFrom  can,  frozen  concentrate  or 
fresh  Florida  oranges. 

Prices  from  Washington  D.  C.  Supermarket. 


Cost  of  a Day's 
Vitamin  CfJan.  1968 


4t  6t  7t 


n 7( 


3/4  cup  V/i  cup  2/3  cup 

Orange  juice^  Cabbage,  raw  Broccoli 


4 med. 
Potatoes 


3/4 

Grapefruit 


m 


1 med. 
Orange 


2 cups 
Tomatoes, 
canned 


3/4  cups  2 med. 
Strawberries,  Tomatoes 
frozen 


3/5  med. 
Cantaloupe 


Slide  6 


U.  S.  DEPARTMENT  OF  AGRICULTURE 


NEG.  63(10)  5742  AGRICULTURAL  RESEARCH  SERVICE 


Talk  "by  Gladys  K.  Bowles 
Economic  and  Statistical  Analysis  Division 
at  the  4lst  Annual  Agricultural  Outlook  Conference 
Washington,  D.  C.,  1:30  P.  M.  Wednesday,  November  20,  1963 


UNITED  STATES  DEPARTMENT  OF  AGRICULTURE 
Economic  Research  Service 


RECENT  CHANGES  IN  THE  AGED  POPULATION 
IN  THE  UNITED  STATES  * 


At  the  time  of  the  first  annual  agricultural  outlook  conference  in  April 
1923;  persons  65  and  over  comprised  about  5 percent  of  the  population  of  the  United 
States.  Now,  40  conferences  later,  persons  of  these  ages  number  nearly  l8  million 
and  are  9.K  percent  of  the  total.  The  increasing  number  and  proportion  of  older 
persons,  changes  in  their  distribution  throughout  the  country,  and  in  their  popula- 
tion characteristics  have  significant  social  and  economic  implications.  The  be- 
havior of  individuals  in  relation  to  the  production  and  consumption  of  goods  and 
services  varies  with  age  and  other  characteristics,  as  do  social-psychological  at- 
titudes and  welfare  and  public  assistance  requirements. 

This  paper  deals  with  recent  changes  in  the  growth  and  selected  character- 
istics of  the  elderly  population  in  the  United  States.  But,  as  T.  Stanton  Dietrich 
of  Florida  State  University  commented  at  the  1962  Annual  Southern  Conference  on 
Gerontology: 

"I  do  not  think  we  must  relegate  the  older  population  to  a compendium  of 
statistical  facts  . . . These  statistics  represent  people.  Their  economic, 
psychological,  physiological,  and  sociological  needs  have  increased  with 
their  numerical  growth.  Thought,  care,  and  planning  are  sorely  needed  as 
never  before  in  our  history  ...  I would  emphasize  the  fact  that  while  we 
think  of  the  older  population  as  people  and  not  simply  as  statistics,  we 
also  should  remember  they  are  an  integral,  not  separate,  part  of  our  entire 
population . " \j 

Over  a third  increase  in  decade.  (Refer  to  table  1 and  chart  1.) 

Many  of  the  trends  in  the  growth  patterns  of  the  elderly  population  are 
widely  known.  Nevertheless,  it  is  useful  in  this  session  on  aging  to  comment  brief- 
ly on  some  of  the  major  changes  and  trends. 

In  April  i960,  about  l6.6  million  people  in  the  United  States  were  65  years 
old  or  older.  This  was  an  increase  of  35  percent  over  the  number  of  such  ages  in 
1950.  The  rise  was  brought  about  in  varying  degrees  by  differences  in  size  of  co- 
horts of  persons  born  between  1885  and  1894  in  comparison  with  those  born  between 
1875  and  1884,  net  immigration  from  other  countries,  and  to  increased  expectation 
of  life.  T.  Lynn  Smith,  of  the  University  of  Florida,  has  estimated  that  these 


* The  author  wishes  to  acknowledge  the  assistance  of  Virginia  C.  Martin  in  the 
preparation  of  this  paper. 

l/  T.  Stanton  Dietrich.  Comments  on  paper  by  T.  Lynn  Smith,  (see  footnote  2 /). 
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factors  accounted  for  65,  18,  and  17  percents  of  the  increase , respectively.  2 / 

In  addition  to  the  group  generally  considered  the  elderly,  another  1 6 million 
persons  were  between  the  ages  of  55-64  in  i960,  about  three-fourths  of  whom  will 
live  to  become  a part  of  the  elderly  population  in  the  present  decade. 

Women  increased  more  than  men.  (Refer  to  table  1 and  chart  1.) 


Among  the  elderly,  every  single-year-of-age  group  was  larger  in  i960  than 
it  was  10  years  earlier,  3/  and,  as  chart  1 shows,  the  increases  have  been  somewhat 
larger  among  women  than  among  men.  Between  1950  and  i960,  women  increased  by  40 
percent,  half  again  the  increase  in  the  number  of  older  men.  As  a result,  there 
was  an  even  larger  number  of  women  in  these  ages  for  every  100  men  than  there  had 
been  in  the  preceding  decade,  a situation  that  has  become  widely  publicized  and  that1 
has  many  implications  for  action  programs  for  the  elderly. 

Because  of  age  differences  at  time  of  marriage,  the  greater  tendency  of  men 
to  marry  or  to  remarry,  and  the  longer  life  expectancy  of  women,  more  women  than 
men  find  themselves  without  their  spouses  by  the  time  they  reach  age  65.  Programs 
and  plans  for  the  elderly  need  to  take  account  of  the  larger  proportions  of  women 
who  may  be  living  alone  when  they  reach  advanced  ages . 

Nonwhites  increased  more  than  whites.  (Refer  to  table  1.) 

In  recent  decades,  the  nonwhite  population  65  and  over  has  increased  at  a 
more  rapid  rate  than  has  the  white . However,  because  of  different  age  structure 
within  the  white  and  nonwhite  populations,  the  nonwhite  is  still  a younger  popula- 
tion, on  the  whole.  Only  6 percent  of  the  nonwhite  population  in  i960  was  65  and 
over  compared  with  10  percent  of  the  white . 

Older  persons  increased  more  in  urban  areas;  are  a higher  proportion  on  farms. 

(Refer  to  table  1 and  charts  2 and  3-7 


Seventy  percent  of  the  people  65  years  old  and  over  lived  in  urban  areas  in 
i960,  22  percent  in  rural-nonfarm  areas,  and  8 percent  lived  on  farms.  Midwestern 


2/  T.  Lynn  Smith.  "Changes  in  the  Number  and  Distribution  of  the  Aged  Population 
of  the  United  States."  In  Aging  in  a Changing  Society.  Report  on  the  Eleventh 
Annual  Southern  Conference  on  Gerontology,  University  of  Florida  Institute  of 
Gerontology.  Gainesville,  1962. 

3/  Some  noticeable  age  "heaping"  is  evident  in  chart  1.  Heaping  means  overstate- 
ment in  the  censuses  of  ages  ending  in  certain  digits,  such  as  0,  5 } even  num- 
bers, age  65,  etc.  Some  reduction  in  age  heaping  has  occurred  over  the  decades 
as  more  persons  have  birth  certificates  or  other  exact  records  of  their  birth 
date,  but  some  heaping  is  still  apparent  in  the  i960  Census  data.  Some  changes 
in  heaping  have  resulted  from  the  self -enumeration  and  from  the  use  of  a ques- 
tion on  date  of  birth  rather  than  on  completed  year  of  age.  The  preference 
apparent  in  i960  for  years  ending  in  4 and  9 is  a result  in  part  of  the  over- 
reporting of  years  of  birth  ending  in  0 and  5*  The  seemingly  large  increase 
of  persons  aged  59  represents  overreportingcof  birth  date  as  1900.  (See  i960 
Census  of  Population,  Detailed  Characteristics,  U.  S.  Summary,  PC  (l)  ID.) 
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\ and  Southern  States  had  higher  percentages  of  older  people  in  the  rural  areas  than 
did  the  Northeastern  and  Western  States.  Changes  in  the  number  of  older  persons 
in  the  urban  and  rural  populations  from  one  period  to  another  are  difficult  to  de- 
; termine  precisely  because  of  the  differences  in  residence -class  definitions  and 
reclassification  of  areas  from  rural  to  urban  or  vice  versa  in  the  various  censuses, 

! but  it  is  evident  that  there  have  been  great  increases  in  the  number  of  older  per- 
sons in  the  rural-nonfarm  and  urban  populations  and  a decline  in  the  number  of  farms. 
; The  numbers  in  the  nonfarm  populations  are  swelled  by  the  older  farm  people  who 
have  migrated  from  their  farm  homes.  Taking  the  residence  data  as  enumerated  in 
each  of  the  last  three  censuses , it  appears  that  the  proportion  of  persons  65  and 
!j  over  in  the  total  farm  population  increased  from  6.6  to  9-3  percent , giving  the 
j farm  population  the  highest  percentage  of  older  persons  among  the  residence  classes 
| in  i960.  Chart  2 shows  the  age  structure  among  older  people  in  each  residence 
class . 


Unlike  the  nonfarm  population,  the  farm  population  had  more  males  than  fe- 
males among  the  older  group,  as  chart  3 indicates.  The  sex  ratio,  that  is,  the 
number  of  males  per  100  females,  for  the  farm  population  is  over  100  for  most  age 
groups  55  and  over,  while  the  nonfarm  population  has  ratios  of  less  than  100. 

Women  migrate  from  farms  at  higher  rates  than  do  males.  Older  women  whose  spouses 
die  are  likely  to  move  away  from  their  farm  homes,  whereas  widowed  men  may  remain 
as  long  as  they  continue  to  carry  on  farming  activities . Thus , the  farm  ratio 
rises  to  123  at  ages  70-7^  before  dropping  off  to  less  than  100  at  very  old  ages. 

In  i960,  the  rural  nonfarm  population  65  years  old  and  over  had  a somewhat 
higher  proportion  of  nonwhites  than  did  the  elderly  urban  population,  8.3  percent 
compared  with  7-5  percent,  while  in  the  farm  population  nonwhites  comprised  7*9 
percent  of  the  total  in  these  ages.  Chart  3 shows  the  percentage  nonwhites  com- 
prised of  each  age-residence  group  among  older  persons  in  i960. 

Important  changes  in  distribution  among  States  occurred.  (Refer  to  table  2 and 

charts  4 and  5 


New  York  had  the  largest  number  of  people  65  and  over  in  both  1950  and  i960, 
followed  by  California,  Pennsylvania,  Illinois,  Ohio,  and  Texas,  as  might  be  ex- 
pected since  these  States  had  the  largest  populations  of  all  ages.  Next  in  i960 
were  Michigan,  Massachusetts,  New  Jersey,  Florida  and  Missouri.  All  of  these 
States  had  more  than  half  a million  people  65  and  over  in  i960,  with  the  first 
three  having  more  than  a million.  Iowa  had  the  highest  percent  of  its  population 
65  and  over,  nearly  12  percent,  followed  by  Missouri,  Nebraska,  New  Hampshire, 
Vermont,  Florida,  Massachusetts,  Maine,  and  Kansas.  States  with  lowest  proportions 
of  the  aged  were  Alaska  and  Hawaii.  All  States  showed  numerical  increases  in  the 
elderly  population  between  1950  and  i960,  and  all  but  Delaware,  Nevada,  and  Alaska 
had  increases  in  the  proportion  that  the  65  and  over  comprised  of  the  total  popu- 
lation of  the  State . 

Over  40  percent  of  the  total  U.S.  increase  in  persons  65  and  over  between 
1950  and  i960  was  accounted  for  by  California,  New  York,  Florida,  Pennsylvania,  0 
Texas  and  Illinois.  These  States  were  among  those  with  the  largest  numbers  in  i960. 
On  a percentage  basis,  Florida  was  highest,  with  an  increase  of  133  percent,  and 
Arizona’s  elderly  also  more  than  doubled.  Two  other  States,  Nevada  and  New  Mexico 
ranked  above  California  on  relative  increase,  while  Texas,  Hawaii,  Wyoming,  New 
Jersey  and  Utah  were  lower,  but  all  had  increases  of  more  than  40  percent  in  the 
decade.  At  the  other  end  of  the  scale,  Vermont,  Alaska,  Maine  and  New  Hampshire 
had  increases  below  20  percent. 


- 4 - 


The  demographic  processes  causing  the  differences  in  growth  in  the  elderly 
among  the  States  are:  (l)  varying  numbers  of  hirths  during  the  periods  the  per- 
sons in  the  1950  and  i960  populations  65  years  old  and  over  were  horn.,  thus  pro- 
ducing differences  in  the  size  of  the  age  cohorts  advancing  into  the  elderly  group; 
(2)  differential  volume  and  direction  of  internal  migration  and  foreign  immigration; 
and  (3)  differences  in  the  mortality  rates  in  various  time  periods  and  parts  of  the 
country.  It  is  "beyond  the  scope  of  this  paper  to  determine  the  degree  to  which 
each  of  these  factors  may  have  operated  to  produce  the  changes  illustrated  above . 
Nevertheless,  since  internal  migration  is  such  an  important  factor  in  the  redis- 
tribution of  the  older  population,  as  well  as  of  the  population  of  other  ages,  I 
shall  comment  briefly  on  some  preliminary  data  we  have  compiled  on  the  migration 
of  older  people  during  the  1950-60  decade.  4/ 

Even  though  all  States  had  numerical  increases  in  persons  65  and  over  be- 
tween 1950  and  i960,  33  States  and  the  District  of  Columbia  experienced  net  losses  / 
through  migration  of  people  who  were  65  or  older  in  1950  or  who  reached  age  65 
some  time  during  the  decade.  Greatest  net  losses  through  migration  occurred  in 
New  York,  Illinois,  Pennsylvania,  Ohio,  Massachusetts  and  Michigan,  States  among 
those  which  had  the  largest  numerical  increases  in  elderly  population  during  the 
decade.  The  increases  in  elderly  population  of  these  States  would  have  been  even 
greater  had  not  large  numbers  of  persons  migrated  from  these  States. 

Florida  and  California  received  by  far  the  greatest  number  of  older  persons  | 
through  migration  during  the  decade,  nets  of  256,000  and  171,000,  respectively, 
absorbing  nearly  four-fifths  of  the  net  loss  from  the  sending  States.  Texas, 
Arizona,  and  Colorado  were  next  in  order  with  a total  inmigration  of  73 >000;  gains 
in  the  rest  of  the  receiving  States  were  minor. 

In  addition  to  the  migration  of  older  persons  which  is  shown  by  these  data, 
many  others  moved  between  States  who  died  before  the  i960  Census  of  Population. 
Others  moved  from  one  residence  to  another  within  the  same  States.  Our  study  of 
net  migration,  to  be  published  in  1964,  will  include  estimates  of  net  migration  for 
each  county  and  other  areas  of  the  United  States  by  age,  and  sex,  and  by  color  (in 
those  areas  where  nonwhites  are  a sizeable  proportion  of  the  total  population). 
Preliminary  results  show  a pattern  of  movement  of  the  older  population  from  the 
rural  or  nonmetropolitan  areas  to  the  areas  of  larger  population  concentration,  as  ] 
is  generally  true  of  the  population  of  younger  ages. 

Although  there  have  been  large  differences  in  numerical  and  relative  in- 
creases in  the  elderly  population  among  the  States,  T.  Lynn  Smith  has  pointed  out  : 
that : 


"Perhaps  the  most  significant  feature  of  this  changing  distribution  is  the 
tendency  toward  a more  equitable  distribution  of  the  elderly  among  the 
States.  This  is  to  say  that  as  one  decade  succeeds  another,  the  propor- 
tions of  those  of  65  and  over  in  the  varioLis  States  are  tending  to  move 
toward  that  in  the  Nation  as  a whole . " 5/ 

On  the  basis  of  indexes  showing  the  extent  to  which  each  State  had  more  or 


4 / Data  are  from  a project  carried  on  cooperatively  by  the  Economic  Research 
Service  and  Oklahoma  State  University,  and  are  subject  to  revision. 

5 / T.  Lynn  Smith,  op.  cit . 
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less  than  its  pro  rata  share  of  the  population  65  and  over  for  1930,  1940  and  1950, 

! Smith  has  indicated  a strong  tendency  toward  a more  equitable  distribution  with  .. 
ranges  on  the  index  diminishing  from  102  to  83  to  72,  respectively.  Between  1950 
:and  i960,  25  States  and  the  District  of  Columbia  moved  toward  the  national  average, 
19  moved  away  from  the  national  average,  and  4 made  no  changes.  The  range  in  the 
index  had  diminished  only  slightly  from  72  to  70  in  i960.  If  the  1950-60  migration 
patterns  continue,  it  appears  that  we  will  move  toward  a more  inequitable  distribu- 
jtion  in  1970  than  in  i960. 

The  concentration  of  older  persons  within  States  has  never  been  uniform,  of 
course,  and  the  migration  patterns  of  the  1950-60  decade,  along  with  other  factors, 
Shave  produced  many  counties  in  which  the  percentages  of  older  people  are  consider- 
ably above  the  national  average.  In  States  receiving  large  numbers  of  older  people 
certain  areas  are  becoming  known  as  retirement  communities.  Areas  with  warm  cli- 
mate, many  days  of  sunshine  a year,  or  other  amenities,  are  particularly  attractive 
("Sun"  cities,  or  their  equivalents,  have  been  developed  specifically  for  retired 
people— with  innovations  in  housing  and  equipment,  shopping  and  recreational  facil- 
ities, and  other  things,  to  meet,  the  needs  of  an  aging  couple  or  the  elderly  per- 
1 son  who  is  alone.  Many  of  the  residents  of  these  retirement  communities  are  in- 
migrants from  distant  counties  or  States.  In  other  counties  there  are  dispropor- 
tionate numbers  of  older  people  due  to  the  outmigration  of  large  numbers  of  the 
young . 

The  map  on  the  board  (not  duplicated  in  this  paper)  shows  counties  in  each 
'State  in  which  the  percentage  of  persons  65  years  old  and  over  is  considerably 
i above  the  national  average.  The  concentration  of  elderly  people  in  certain  countie 
in  Florida  because  of  inmigration  is  apparent,  whereas  counties  of  the  Midwest  and 
Southwest  are  those  typifying  the  aging  of  population  through  outmigration  of  the 

| young • 

1970  elderly  population  likely  to  number  around  20  million.  (Refer  to  chart  4). 


According  to  recent  projections  of  the  Bureau  of  the  Census  6/,  the  popula- 
Ition  65  years  and  over  may  number  around  20  million  in  1970,  with  all  States  having 
increases  over  i960,  but  with  some  changes  occurring  in  the  rank  order  of  States 
having  the  largest  numbers.  The  top  six  at  the  beginning  of  the  previous  2 decades 
(New  York,  California,  Pennsylvania,  Illinois,  Ohio  and  Texas)  are  likely  to  retain 
their  leadership  in  numbers  of  elderly  people.  Florida,  which  moved  from  15  th  to 
10th  largest  between  1950  and  i960,  may  move  to  seventh  place  by  1970,  and  be  fol- 
lowed by  Michigan  and  New  Jersey.  Arkansas  rather  than  Iowa  may  have  the  largest 
proportion  of  its  population  in  the  elderly  category,  but  New  Mexico  which  has  had 
1 the  lowest  proportion  for  several  decades  (among  the  48  States)  is  likely  to  retain 
this  position. 

The  projections  utilized  here,  which  are  subject  to  revision,  would  portend 
a widening  of  the  range  on  the  index  measuring  States'  pro  rata  shares  of  the  pop- 
ulation 65  years  old  and  over,  from  JO  in  i960  to  around  90  in  1970  (for  48  States 
and  the  District  of  Columbia).  Nineteen  States  would  move  toward  and  27  States 


6/  Data  from  the  Bureau  of  the  Census,  consistent  with  prcj  ectionsfor  the  popula 
tion  55  years  old  and  over,  published  in  the  Manpower  Report  of  the  President 
The  White  House,  Washington,  D.  C.,  1963. 
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and  D.  C.  would  move  away  from  the  national  percentage.  Two  States  would  make  no 
change  s . 

We  do  not  have  projections  of  the  distribution  among  residence  groups  of  the 
population  65  and  over  by  1970,  but  it  is  likely,  if  present  trends  continue,  that 
both  the  rural  and  urban  populations  will  have  higher  proprotions  of  older  people 
at  the  end  of  this  decade  than  at  the  beginning  and  that  their  proportion  in  the 
farm  population  will  continue  to  be  higher  than  in  nonfarm  areas . Women  will 
continue  to  outnumber  men  in  1970,  and  elderly  nonwhites  will  increase  proportion- 
ately more  than  whites. 

Conclusions : 


The  growth  in  numbers  and  changing  relative  position  of  elderly  people  have 
already  had  marked  social  and  economic  impacts,  and  new  impacts  will  be  felt  if  the 
anticipated  growth  and  redistribution  occurs . All  States  will  have  more  older 
people  in  the  future,  but  some  States  and  areas  within  them  will  have  a dispropor- 
tionate share  of  the  growth.  These  older  people  will  require  goods  and  services 
for  an  increasing  number  of  years  after  they  reach  age  6 5 because  they  will  live 
longer.  In  a recent  article,  the  Metropolitan  Life  Insurance  Company  pointed  out 
that  women  who  had  reached  age  65  in  i960  might  on  the  average  expect  to  live  an 

additional  l6  years,  while  men  might  expect  to  live  an  additional  13  years.  7/ 

Estimates  prepared  by  the  Department  of  Labor  further  indicate  that  men  who  reached 

age  65  in  i960  may  average  6.5  years  in  retirement  8/,  about  double  the  average 

retirement  years  men  reaching  this  age  could  have  expected  at  the  beginning  of  this 
century.  The  improvement  of  education  for  retirement  and  of  retirement  activity 
programs,  as  well  as  provisions  for  the  assurance  of  adequate  income  and  for  hous- 
ing, health,  medical  care  and  other  needs  are  of  paramount  importance  to  those 
interested  in  the  welfare  of  the  Nation's  elderly,  collectively  and  as  individuals  I 
with  separate  and  different  wants  and  desires. 


7/  Metropolitan  Life  Insurance  Company,  Statistical  Bulletin.  "Progress  in 
Longevity  Since  1850."  Volume  44,  July  1963. 

8/  U.  S.  Department  of  Labor.  Manpower  Report  No.  8 * "The  Length  of  Working 
Life  for  Males,  1900-60." 


Table  1. — Selected 
those  65  years 
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characteristics  of  persons  65  years  old  and  over,  i960, 
old  and  over  as  a percent  of  total  i960,  1950,  and  194c 

and 

1 

Sex,  color,  and 
residence  of  age 
group  65  years 
old  and  over 

Number  of 
persons , 

i960 

Percentage 

: change  : 

Percentage  of  group 
that  was  65  years 
old  and  over 

1950-60  : 

1940-50  : 

I960  : 

1950  : 

1940 

Thou. 

Pet. 

Pet. 

Pet. 

Pet. 

Pet . 

Total 

16,560 

34.7 

36.1 

9-2 

8.1 

6.8 

Male 

7,503 

29.1 

31-6 

8-5 

7-7 

6.7 

Female 

9,056 

39-7 

40.3 

10.0 

8-5 

7.0 

| White 

15,304 

34.5 

35-7 

9.6 

8.4 

7-1 

Male 

6,908 

28.8 

31.3 

8.8 

8.0 

6.9 

Female 

8,396 

39.6 

39-9 

10.4 

8.9 

7-3 

Nonwhite 

1,256 

37-5 

40.3 

6.1 

5.6 

4.7 

Male 

595 

32.9 

35-0 

6.0 

5.6 

4.9 

Female 

661 

41.9 

45-8 

6.3 

5.6 

4.6 

Urban 

11,339 

44.6 

1/ 

9-1 

8.1 

6.8  2/ 

Rural 

4,869 

9-3 

1/ 

9.0 

8.2 

6.9  2/ 

Rural-nonfarm 

3,612 

1/ 

1/ 

8.9  2/ 

8.6  2/ 

7-3  2/ 

•Rural -farm 

1,256 

1/ 

1/ 

9-3  2/ 

7-6  2/ 

6.6  2/ 

Marital  status  , i960 


Sex  and  age 

Total  : 

^Percentage 

Married,  with 
spouse  present 

: Never  married,  widowed, 

: divorced  or  separated 

Thou. 

Pet. 

Pet . 

Males 

7,309 

67.O 

33.0 

65-69  years 

2,883 

75-6 

24.4 

70-74 

2,139 

69.4 

30.6 

75-79 

1,318 

60.8 

39-2 

80-84 

635 

49.4 

50.6 

85  and  over 

333 

34.2 

65.8 

Females 

8,898 

34.7 

65.3 

65-69  years 

3,303 

48.5 

51.5 

70-74 

2,522 

36.4 

63.6 

75-79 

1,659 

24.9 

75-1 

80-84 

883 

13-9 

86.1 

85  and  over 

530 

6.3 

93-7 

T 7 Not  computed  due  to  definition  changes.  2 / Excludes  Alaska  and  Hawaii. 


Note:  Percentages  for  residence  classes  are  "based  on  data  from  the  decennial 
censuses  without  adjustment  for  definition  changes. 

Source:  U.S.  Bureau  of  the  Census,  i960  figures  for  residence  and  marital 

status  are  based  on  a 25  percent  ssnrple  of  the  population.  Total  pop- 
ulation 65  years  old  and  over,  from  the  sample  count  is  16,207,237  com- 
pared with  16,559^580  from  the  complete  count. 
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Table  2 . — Population  65  years  old  and  over,  by  States,  'percentage  increase, 
proportion  of  State  total,  and  net  migration  1950-oG 


Population  65 

years  old 
and  over 


: Percent  £5  year: 

: olds  are  of 

: total  population 


Increase 

1950-60 


Net 
'migration 


1950 

I960 

: Number 

: Percent 

: 1950 

: i960 

,±99U-ou  r/ 

Thou. 

Thou. 

Thou. 

Pet. 

Pet. 

Pet. 

Thou . 

United  States 

12,295 

16,560 

4,265 

34.7 

8-i.l 

9.2 

New  England 

Maine 

Cli. 

107 

13 

I3.9 

10.2 

11.0 

- 4 

New  Hampshire 

53 

68 

10 

17.2 

10.8 

11.2 

- 2 

Vermont 

4Q 

44 

4 

10.6 

10.5 

11.2 

- 2 

Massachusetts 

468 

572 

103 

22.0 

10.0 

11.1 

-4o 

Rhode  Island 

7C 

90 

19 

27-2 

8.9 

10.4 

- 6 

Connecticut 

177 

243 

66 

37-2 

3.8 

9.6 

- 4 

Middle  Atlantic 

New  York 

1,258 

1,688 

429 

34.1 

3.5 

10.1 

-123 

New  Jersey 

394 

560 

166 

42.2 

8.1 

9.2 

- 9 

Pennsylvania 

387 

1,129 

242 

27.3 

3.4 

10.0 

-81 

East  North  Central 

Ohio 

709 

897 

188 

26.5 

3.9 

9.2 

-46 

Indiana 

361 

446 

84 

23.4 

9.2 

0 5 

-15 

Illinois 

754 

975 

221 

29.2 

8.7 

9.7 

-91 

Michigan 

462 

63O 

3-77 

38.2 

7.2 

3.2 

-33 

Wisconsin 

310 

403 

93 

20.9 

9.0 

10.2 

-15 

West  North  Central 

Minnesota 

269 

354 

85 

31.7 

9-0 

10.4 

-12 

Iowa 

273 

328 

55 

20.0 

10.4 

11.9 

-.45 

Missouri 

407 

503 

96 

23.6 

ic. 3 

11.7 

- 6 

North  Dakota 

48 

59 

10 

21.6 

7.3 

9.3 

- 6 

South  Dakota 

55 

72 

16 

29.3 

3.5 

10.5 

- 4 

Nebraska 

130 

164 

34 

25.9 

9.3 

11.6 

- 7 

Kansas 

194 

240 

46 

23.7 

10.2 

11.0 

- 2 

South  Atlantic 

Delaware 

26 

36 

O 

35  *8 

3.3 

8.0 

1 

Dist.  of  Columbia 

57 

69 

12 

22.0 

7.1 

9.1 

-15 

Maryland 

164 

227 

63 

33.5 

7-0 

7-3 

1 

Virginia 

215 

289 

74 

34.7 

6.5 

7.3 

3 

West  Virginia 

139 

173 

34 

24.5 

6.9 

9-3 

-10 

North  Carolina 

225 

312 

87 

33.6 

5-5 

6.9 

- 2 

South  Carolina 

115 

151 

36 

30.9 

5-4 

6.3 

- 6 

Georgia 

220 

291 

71 

32.3 

6 .4 

7.4 

2 

Florida 

237 

553 

316 

132.9 

8.6 

11.2 

256 

Continued 
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Table  2 — Population  65  years  old  and  over,  by  States,  percentage  increase, 
proportion  of  "State  total,  and  net  migration  1950-60  - Continued 


Area 

Population  65 

years  old 
and  over 

Inc  re 
; 1950 

-oO 

: Percent  65  year 

: olds  are  of 

:total  population 

. bet 

".migration 

; 19 50-60  1/ 

I95O 

: I960 

: Number  : 

Percent 

: 1950 

: i960 

Thou. 

Thou . 

Thou . 

Pet . 

Pet . 

Pet . 

Thou. 

East  South  Central 
!'*  Kentucky 

235 

292 

5T 

24.3 

S.o 

9.6 

- 3 

Tennessee 

235 

309 

T4 

3-1.5 

T .1 

O.T 

j, 

> Alabama 

199 

261 

62 

31.5 

6.5 

O.o 

2/ 

Mississippi 

153 

190 

37 

24.2 

T -0 

8.T 

- 4 

West  South  Central 

.Arkansas 

149 

194 

45 

30.5 

T .3 

1C.  9 

- 4 

Louisiana 

ITT 

242 

85 

36.6 

6.6 

T -4 

4 

Oklahoma 
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THE  ECONOMIC  SITUATION  OF  THE  AGING 


Talk  by  Lenore  A.  Epstein* 
at  the  Ulst  Annual  Agricultural  Outlook  Conference 
Washington,  D.  C.,  2:15  p.m.,  Wednesday,  November  20,  1963 


Discussion  of  the  economic  status  of  our  aging  population  has  become  almost  a 
national  past-time  in  recent  years.  And  rightly  so.  It  pricks  the  national 
conscience  because  so  many  of  this  growing  group  in  our  population  face  serious 
needs  in  a society  which  is  generally  affluent . The  circumstances  of  older  people 
have  improved  significantly  in  the  last  decade  or  two,  owing  primarily  to  the 
expansion  of  retirement  programs  . But  adequate  income  among  the  aged  is  still  the 
exception  rather  than  the  rule . Too  many  must  live  out  their  lives  with  very 
limited  resources  . 

In  considering  the  economic  situation  of  the  aged  most  of  us  lean  heavily  on 
money  income  as  a measure  of  adequacy  or  inadequacy.  It  is  the  best  single 
indicator,  and  more  information  is  available  on  income  than  on  total  resources. 

Yet  for  certain  groups  nonmoney  income  is  important . You  know  better  than  I the 
role  of  homegrown  food.  A mortgage-free  home  obviously  reduces  current  housing 
costs,  although  somewhat  less  than  generally  believed.  Some  emphasize  the  importance 
of  the  savings  in  the  hands  of  older  persons . Obviously,  we  should  take  account  of 
them,  while  keeping  in  mind  the  fact  that  those  with  the  least  income  are  the  least 
likely  to  have  financial  resources  which  might  be  tapped  to  supplement  their  current 
income . The  other  aspect  of  the  picture  is  how  much  it  costs  an  aged  person  to 
maintain  any  specified  level  of  living.  But  that  is  not  my  subject  today.  In  any 
case  the  income  figures  speak  largely  for  themselves. 

It  is  generally  recognized  that  amounts  received  irregularly  or  in  small  sums, 
such  as  in  interests  or  dividends,  or  from  occasional  part-time  jobs,  may  be 
forgotten  and  so  result  in  some  underestimates  of  income  in  field  surveys . On  the 
other  hand  there  is  the  tendency  to  think  of  the  aged  as  the  retired.  So  it  is 
important  to  recall  that  data  for  the  aged  population  as  a whole  include  those  who 
are  employed  and  so  overstate  the  income  of  the  retired  population. 

We  hope  that  many  of  the  gaps  in  our  knowledge  of  the  circumstances  of  aged 
people  in  the  United  States  will  soon  be  filled  on  the  basis  of  a survey  conducted 
for  the  Social  Security  Administration  by  the  Census  Bureau  in  the  early  part  of 
this  year.  Some  preliminary  findings  of  this  study,  covering  a nationwide  sample 
of  all  persons  aged  62  or  over,  should  be  available  within  the  next  few  months. 

We  hope  to  learn  about  differences  in  the  situation  of  the  retired  and  those  still 
employed,  about  the  circumstances  of  those  with  private  pensions  and  of  those  on 
the  public  assistance  rolls.  Information  was  obtained  on  income  by  source,  work 
experience,  assets  and  debts,  health  care  costs,  health  insurance  coverage,  living 
arrangements  and  other  facets  of  the  socio-economic  status  of  the  older  population. 

*Deputy  Director,  Division  of  Research  and  Statistics,  Social  Security 
Administration,  Department  of  Health,  Education,  and  Welfare. 
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I wish  that  I had  some  of  the  findings  for  you  today.  Instead  I must  present 
what  is  available  from  the  i960  Census  and  special  surveys.  I can  assure  you, 
however,  that  data  from  our  survey  could  not  he  analyzed  by  State,  a subject  in 
which  I know  you  have  a particular  interest . 

Today,  therefore,  I shall  first  outline  for  you  the  summary  findings  of  the 
last  Decennial  Census  as  to  the  money  income  of  aged  couples  and  nonmarried  people 
with  different  living  arrangements,  and  changes  in  their  income  over  the  last 
decade.  Next  I shall  touch  briefly  on  resources  other  than  income,  and  then 
summarize  available  information  on  the  importance  of  different  sources  of  income 
for  older  persons  now  and  at  the  beginning  of  the  fifties . Finally,  drawing  again 
on  the  i960  Census  data,  I shall  point  out  briefly  the  differences  among  the  States 
in  the  income  of  older  people — that  is,  people  6 5 and  over. 


United  States  Summary 


Size  of  Money  Income 


When  the  Census  was  taken  in  April  i960,  there  were  5*1  million  married  couples 
65  years  or  older.  Half  of  them  had  less  than  $2,600  in  money  income  the  previous 
year,  and,  of  course,  half  of  them  had  more.  There  were  8.4  million  unmarried 
elderly  persons,  including  some  600,000  in  institutions.  Of  those  not  in 
institutions,  half  had  less  than  $790  yearly  money  income.  Incomes  are,  of  course,! 
somewhat  higher  now  than  in  1959  • 

The  difference  in  income  for  couples  and  the  nonmarried  reflects,  among  other  I 
things,  two  important  facts.  Men  make  up  more  than  twice  as  large  a proportion  of 
the  married  as  of  the  nonmarried,  because  women  generally  outlive  their  husbands . 

Men  are  more  likely  than  women  still  to  be  working,  and  if  they  are  not  they  tend 
to  have  larger  retirement  benefits  . When  the  nonmarried  group  is  classified  by 
sex,  the  men  have  a median  income  of  $l,l60,  and  the  women  a median  income  of  $670. 

Not  only  are  women  more  numerous  among  the  nonmarried,  but  so  also  are  persons 
of  very  advanced  age . The  proportion  of  persons  80  years  of  age  or  more  is  nearly 
three  times  as  large  among  the  nonmarried  as  among  the  married. 

Of  the  aged  married  couples — that  is  with  one  or  both  65  years  or  older -- 
three-f ourths  lived  by  themselves  while  the  other  fourth  had  children  or  other 
relatives  in  their  home.  The  median  income  was  $2,670  for  those  who  were  living 
by  themselves,  and  $2,400  for  those  with  relatives  present. 

The  median  income  for  the  3-8  million  nonmarried  aged  who  did  not  live  with 
relatives  was  $1,010,  about  twice  that  for  the  2.7  million  who  did  live  in  the  home 
of  relatives.  The  remaining  1.3  million  nonmarried  elderly  persons  reported  as 
family  heads  had  an  intermediate  income  position--$840  median  income. 
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As  might  be  expected,  nonmarried  persons  aged  65  and  over  are  more  likely  to 
live  in  the  home  of  relatives  when  their  own  income  is  low  than  when  it  allows  for 
reasonably  comfortable  living.  Thus,  the  proportion  in  the  home  of  children  or 
other  relatives  was  only  about  half  as  large  when  income  was  $3,000  or  more  as  when 
it  was  less  than  $1,000. 

Older  people  living  with  relatives  were  more  than  twice  as  likely  to  be  with 
their  children  as  with  brothers,  sisters,  or  others.  And  when  their  own  income 
was  less  than  $1,000,  they  were  almost  three  times  as  likely  to  be  with  children. 
When  their  personal  income  exceeded  $3,000,  however,  the  odds  were  about  even, 
strengthening  the  impression  that  older  persons  prefer  not  to  move  in  with  children 
unless  financial  necessity  dictates.  Living  with  other  relatives,  often  persons  of 
the  same  generation,  may  be  more  of  a cooperative  arrangement,  designed  for 
companionship . 


Changes  in  Living  Arrangements  and  Income,  1931-1939 


Over  the  last  decade  there  has  been  a modest  reduction  in  the  likelihood  that 
the  aged — especially  nonmarried  women--will  live  with  children  or  other  relatives. 
This,  no  doubt,  is  a result  of  the  substantial  improvement  in  income  status  for 
couples  and  nonmarried  persons  alike,  even  after  account  is  taken  of  the  decline 
in  the  value  of  the  dollar . 

If  changes  in  purchasing  power  are  measured  by  the  Consumer  Price  Index,  the 
median  real  income  appears  to  have  more  than  doubled  from  1951  to  1959  for  non- 
married women,  increased  two-thirds  for  couples,  and  advanced  more  than  50  percent 
for  nonmarried  men. 

In  fact,  the  gain  was  somewhat  less  than  indicated.  During  the  fifties, 
except  for  food,  the  price  change  for  items  such  as  medical  care,  of  greater 
relative  importance  to  the  older  group,  tended  to  be  larger  than  for  those  more 
often  purchased  by  younger  employed  persons . More  studies  would  be  needed  to 
determine  the  size  of  the  differential.  A first  approximation  by  the  Bureau  of 
Labor  Statistics  suggests  it  is  small. 

The  rise  in  income  for  married  and  nonmarried  alike  was  more  substantial 
for  those  living  with  relatives  than  for  those  living  alone.  As  a result,  the 
difference  in  income  received  by  those  living  alone  and  by  those  sharing  a home 
with  relatives  was  reduced  considerably. 

Moreover,  the  increase  was  substantially  greater  in  the  personal  income  of  the 
aged  couple  or  nonmarried  person  who  shared  a home  with  relatives  than  in  the  total 
income  of  the  family  of  which  the  aged  unit  was  a member . This  suggests  that  some 
aged  persons  do  live  with  relatives  by  choice,  not  because  they  need  support  but 
because  such  an  arrangement  continues  the  normal  family  relationship  or  is  designed 
for  companionship  or  to  help  out  the  relatives . On  the  other  hand,  the  large  numbers 
living  alone  on  very  small  cash  incomes  accentuate  the  value  placed  on  independence . 


Resources  Other  Than  Income 


As  I pointed  out  earlier,  there  are  other  considerations  besides  current  money 
income  in  determining  the  economic  status  of  the  aged,  or  any  other  group.  Persons 
aged  65  and  over  are  likely  to  own  homes  mortgage -free,  thus  reducing  somewhat  their 
current  housing  costs . Those  who  live  on  farms  are  likely  to  grow  some  of  their  own 
food.  Any  reduction  that  results  in  their  food  bill  offsets  some  of  the  difference 
in  their  income  and  that  of  persons  who  live  in  cities,  although  usually  the  cash 
released  is  less  than  the  value  of  the  food. 


Many  older  persons  have  savings  that  could  be  used  to  offset  in  some  measure 
the  reduction  in  cash  income  that  follows  retirement.  However,  those  whose  incomes 
are  lowest  and  who  would  benefit  most  from  assets  readily  convertible  to  cash  are 
the  least  likely  to  have  them.  By  the  same  token,  .those  with  relatively  high 
incomes  are  the  most  likely  to  have  financial  assets . Similarly,  the  persons  with 
the  most  limited  financial  resources --whether  measured  in  terms  of  income  or 
financial  assets--are  the  least  likely  to  own  their  own  homes . Roughly  two-thirds 
of  all  the  aged  do  own  their  homes  and  some  80  percent  of  those  owned  are  clear  of 
mortgage . 


But,  of  course,  the  relationship  between  assets  and  income  is  not  unexpected. 
After  retirement,  both  are  related  to  earnings  in  earlier  years  and  to  the 
opportunity  they  afforded  for  accumulating  savings . 


Sources  of  Income 


In  1961  people  65  and  over  numbered  17  million  in  the  United  States,  with  a 
total  money  income  of  $35  billion.  Their  number  had  grown  from  12.3  million  in 
1950  and  their  income  from  $15  billion.  However,  the  purchasing  power  of  the  dollar 
had  dropped  one-f if th-- somewhat  more  for  the  elderly- -reducing  the  $35  billion  to 
less  than  $28  billion  in  terms  of  1950  prices . 

The  value  of  the  per-capita  gain  in  purchasing  power  was  tempered  also  by  an 
increase  of  older  people  living  in  cities  where  costs  are  relatively  high.  The  gain 
was  further  tempered  by  a significant  advance  in  the  level  of  living  of  the  employed 
population.  Moreover,  about  one-fifth  of  the  $35  billion  aggregate  income  in  1961 
went  to  a mere  200,000  aged  taxpayers.  These  were  the  people  filing  tax  returns 
for  incomes  of  $20,000  or  more. 

The  over-riding  fact,  however,  in  considering  the  change  that  has  taken  place, 
is  the  shift  in  importance  from  current  employment  to  other  sources  of  income . 

Today  far  more  older  people  are  dependent  on  sources  other  than  current  earnings 
for  their  livelihood.  For  example,  in  1961  less  than  a third  of  all  income  was 
from  earnings  as  compared  to  a half  in  1950.  Where  did  the  additional  income  not 
derived  from  earnings  come  from?  About  percent  of  the  $20  billion  gain,  from 
1950  to  1961,  came  from  old-age,  survivors,  and  disability  insurance  (OASDl). 

Another  15  percent  came  from  other  Government  programs,  and  nearly  7 percent  from 
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private  pension  plans  and  individual  annuities . Public  assistance  payments  taken 
alone  went  up  very  little . Indeed,  they  dropped  from  about  one -half  to  only 
about  one-eighth  of  all  the  money  paid  to  the  aged  under  Government  programs . 

The  proportion  of  aged  persons  with  any  income  from  current  employment  showed 
a continuing  downward  trend  during  the  1950 's  from  almost  one-third  to  less  than 
one -fourth.  The  actual  number  with  paid  employment  inched  up  by  only  200,000 
from  June  1950  to  June  196l--while  the  aged  population  grew  by  4.9  million.  Over 
the  same  period,  the  number  of  aged  persons  receiving  social  insurance  benefits 
based  on  previous  employment  more  than  quadrupled,  going  from  2.7  million  to  12.4 
million . 

Old-age,  survivors,  and  disability  insurance  alone  provided  some  support  for 
almost  two-thirds  of  all  aged  persons  in  mid-1961.  (By  now  the  proportion  is  close 
to  three-f ourths . ) The  growth  in  the  number  of  women  receiving  old-age  benefits 
under  the  social  security  program  on  the  basis  of  their  own  employment  record — 
from  200,000  in  June  1950  to  2.6  million  in  mid-196l--was  particularly  striking. 

It  reflects  the  increasing  employment  of  middle-aged  and  older  women  since  World 
War  II. 

Of  the  4.1  million  aged  persons  with  some  income  from  earnings,  whether  as 
workers  or  wives  of  earners,  2.6  million  also  received  social  insurance  benefits 
and  1.5  million  did  not.  Some  of  the  latter  received  payments  under  programs  for 
veterans  or  from  public  assistance . Practically  all  of  those  with  income  from 
employment  who  were  not  drawing  their  "social  security"  could  have  done  so  if 
they  had  chosen  to  retire . 

Veteran's  compensation  and  pension  programs  afforded  income  support  for  every 
ninth  person  aged  65  years  or  older . With  the  aging  of  the  World  War  I veteran 
population,  the  relative  growth  during  the  past  decade  was  even  more  rapid  for 
veterans'  programs  than  for  old-age,  survivors  and  disability  insurance  as  a 
source  of  support  for  aged  persons . 

Under  the  railroad  retirement  and  Government  employee  retirement  programs, 
there  were  an  estimated  1.7  million  aged  persons  receiving  support.  Of  these, 
at  least  one-fourth  also  received  "social  security" --old-age,  survivors,  and 
disability  insurance  benefits  . 

The  expansion  of  the  social  insurance  program,  as  well  as  the  growth  in  the 
number  of  veterans  receiving  payments,  has  brought  about  a gradual  decline  in 
the  size  of  the  old-age  assistance  case  load  during  the  past  decade--from  23  percent 
of  those  aged  65  and  over  in  1950  to  a bare  l4  percent  in  mid-1961  and  even  less 
now.  Nevertheless,  the  assistance  program  still  plays  a major  role  as  the  second 
largest  income  maintenance  program  for  the  aged.  Old-age  assistance  recipients, 
persons  past  65  receiving  aid  to  the  blind  or  to  the  disabled  and  those  receiving 
medical  assistance  to  the  aged,  together  numbered  about  2.4  million  in  mid-1961- - 
and  nearly  as  many  today- -compared  with  2.8  million  in  1950. 
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Since  World  War  II  there  has  been  a striking  growth  of  private  pension  plans . 
One  out  of  every  12  persons  aged  6 5 and  over  received  a private  pension  in  1961. 
Most  of  them  were  also  receiving  OASDI  benefits . Current  information  on  the 
number  and  characteristics  of  those  with  income  from  investments  or  contributions 
from  relatives  is  not  now  available . It  will  be  early  next  year  from  the  sample 
survey  we  have  in  process . 

The  changes  in  aggregate  income  reflect  changes  not  only  in  the  number 
receiving  income  from  different  sources  but  also  in  the  amounts  from  the  various 
sources . The  average  monthly  OASDI  benefit  for  workers  who  retired  at  65  or 
later  was  $80  in  December  1962,  85  percent  more  than  in  December  1950*  For 
retired  railroad  and  Government  employees  the  amount  was  considerably  larger,  but 
the  relative  increase  during  the  1950's  was  somewhat  smaller.  The  average  old-age 
assistance  payment--$75  at  the  end  of  1962- -increased  about  75  percent  over  the 
1950  level.  The  increase  might  have  been  larger  were  it  not  for  the  rise  in  the 
proportion  of  recipients  having  some  other  source  of  cash  income . 

While  wage  rates  have  gone  up,  the  annual  earnings  of  the  aged  have  declined 
with  the  spread  of  occasional  and  part-time  employment.  Of  the  2.5  million  aged 
men  with  some  earnings  covered  under  OASDI  in  1959 ) 30  percent  had  earnings  in 
less  than  four  calendar  quarters . Their  median  earnings  were  under  $600,  while 
those  who  had  work  in  four  calendar  quarters  had  median  earnings  close  to  $3,000. 

The  shift  from  current  earnings  to  benefits  based  on  previous  employment  is 
of  course  reflected  in  the  relative  permanence  of  income,  its  susceptibility  to 
inflationary  pressure,  and  also  the  size  distribution.  A decade  ago  only  a tiny 
group  of  men  no  longer  in  the  labor  force  had  cash  incomes  above  the  lowest  levels, 
but  in  i960  9 percent  of  the  men  with  no  current  earnings  had  total  incomes  of 
$3,000  or  more. 

Before  turning  to  the  differences  by  place  of  residence,  we  might  pause  to 
consider  how  these  changes  are  to  be  interpreted.  The  great  expansion  of 
retirement  programs  has  occurred  during  a period  when  technological  changes  have 
made  many  skills  obsolete  and  eliminated  the  need  for  much  unskilled  labor . 

Without  the  increase  in  retirement  provisions,  older  workers  might  have  swollen 
the  ranks  of  the  unemployed  seeking  work  and  greatly  increased  the  need  for 
public  assistance  and  for  help  from  relatives . Such  help  would  be  deflecting 
resources  otherwise  available  for  children.  There  would  be  more  rather  than  less 
doubling-up  and  a considerable  diminution  in  demand  for  goods  and  services . 


Area  Differences  in  Income 


Metropolitan  Residence 


In  April  i960,  there  were  101  areas  with  a population  of  250,000  or  more 
accounting  for  5^  percent  of  the  total  population.  Persons  aged  65  and  over  were 
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less  heavily  represented  in  metropolitan  than  in  nonmetropolitan  areas , making 
up  8.8  percent  of  the  population  of  the  101  largest  but  9*2  percent  for  the 
United  States  as  a whole . 

Incomes,  of  course,  were  higher  in  the  large  metropolitan  areas  than  else- 
where. Thus,  for  aged  couples  with  no  relatives  present,  the  median  income  in 
these  areas  was  $3,300,  compared  with  $2,670  for  the  Nation.  For  those  not  in 
the  101  largest  metropolitan  areas,  the  median  was  only  about  two-thirds  as  large, 
or  $2,220.  The  relationships  were  similar  for  nonmarried  persons  who  were  family 
heads  and  also  for  those  living  alone  or  with  nonrelatives . 

The  differences  appear  even  more  striking  when  the  proportions  in  the  101 
largest  metropolitan  areas  are  compared  for  successively  higher  income  classes . 

Aged  couples  were  almost  twice  as  likely  to  reside  in  these  areas  when  their  income 
exceeded  $3,000  as  when  it  was  less  than  $1,000. 

For  nonmarried  men  and  for  nonmarried  women  living  alone  the  differences  were 
smaller  but  still  substantial,  with  the  proportion  in  the  101  largest  areas  40-50 
percent  larger  when  income  exceeded  $3,000  than  when  it  was  less  than  $1,000. 

There  appears  to  be  relatively  little  relationship  between  income  and  place  of 
residence  for  nonmarried  women  who  share  a home  with  relatives . 


The  Rank  of  the  States 


A comparison  of  the  aged  population’s  income  by  State  shows  what  one  might 
expect.  Aged  people  in  the  South  have  less  money  income,  no  matter  their  marital 
status  or  living  arrangement,  than  those  living  in  other  parts  of  the  country. 

When  the  States  are  ranked  by  median  income  of  aged  couples,  10  of  them- -all 
in  the  South--show  less  than  $2,000  while  at  the  top  of  the  rank  there  are  10 
geographically  scattered  States  where  median  income  for  aged  couples  is  $3,000 
or  more.  For  nonmarried  persons,  there  are  nine  States  in  the  South  where  median 
income  is  between  five  and  six  hundred  dollars,  about  half  the  amount  for  non- 
married persons  living  in  the  top  ranking  States . 

The  District  of  Columbia,  where  almost  70  percent  of  the  aged  couples  had 
an  income  of  $3,000  or  more,  heads  the  list  of  States  where  the  median  income 
for  aged  couples  exceeded  $3,000.  Nevada  and  Connecticut  follow  with  about  60 
percent.  In  California,  Illinois,  Maryland,  Massachusetts,  Nevada,  New  Jersey, 
and  New  York,  50  to  55  percent  of  the  couples  reported  more  than  $3,000.  Among 
the  10  at  the  other  end  of  the  scale,  median  incomes  for  an  aged  couple  ranged 
from  $1,250  in  Mississippi  and  $1,444  in  Arkansas  to  $1,842  in  Louisiana  and 
$1>939  in  Oklahoma. 
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The  range  in  level  of  income  from  southern  States  at  the  bottom  to  a more 
diversified  geographic  group  at  the  top  reflects  the  type  of  employment  and  level 
of  earnings  during  the  working  years . The  increasing  industrialization  in  the 
South  and  out-migration  of  large  numbers  of  Negroes  will  eventually  result  in 
less  difference  in  retirement  income . In  addition  to  urbanization  and 
industrialization  influencing  retirement  income,  there  may  also  be  other  special 
circumstances . The  District  of  Columbia,  which  usually  turns  up  at  the  top  of 
any  ranking  by  State,  has  a large  number  of  retired  Federal  employees.  The 
Federal  Civil  Service  retirement  system  is  far  more  liberal  than  the  basic  old- 
age,  survivors,  and  disability  insurance  program.  In  the  high-cost  District  of 
Columbia,  undoubtedly  there  is  a concentration  of  those  receiving  high  pensions 
because  those  with  low  pensions  probably  move  back  to  their  home  States  at 
retirement . 

Southern  States  rank  lowest  in  median  income  for  the  nonmarried  aged-- 
widowed,  separated,  divorced,  or  never  married--as  they  do  for  couples.  There 
are  nine  States  having  median  incomes  below  $600,  ranging  up  from  $513  in  South 
Carolina  to  $599  in  Nest  Virginia.  There  are  eight  States  at  the  top  having 
median  incomes  above  $1,000- -ranging  down  from  $1,298  in  the  District  of  Columbia 
to  $1,053  in  Montana. 

The  level  of  income  of  all  nonmarried  aged  persons  in  a State  obviously 
reflects  a congeries  of  factors,  not  only  those  bearing  on  the  retirement 
benefits  payable  to  persons  previously  in  the  labor  force  (or  their  survivors) 
but  also  the  sex  ratio  and  the  State  standard  for  old-age  assistance . 

As  the  nonmarried  aged  are  more  likely  to  need  public  assistance  than  those 
still  married  (who  are  usually  younger),  the  last  factor  is  considerably  more 
important  for  the  nonmarried  than  for  couples  . Striking  evidence  of  its 
significance  is  the  fact  that  Colorado,  which  has  very  liberal  assistance 
provisions  for  aged  persons --almost  a pension  plan--moves  from  sixteenth  place 
when  States  are  ranked  by  income  of  couples,  to  second  place,  next  to  the  District 
of  Columbia,  on  the  basis  of  the  income  of  the  nonmarried  aged.  Louisiana,  with 
liberal  eligibility  provisions  for  old-age  assistance,  moves  up  considerably 
when  States  are  ranked  by  the  income  of  nonmarried  persons  instead  of  the 
income  of  couples . 

The  nonmarried  men  fare  better  than  the  women  when  median  incomes  are 
compared.  This  is  not  surprising  since  women  typically  earn  less  than  men  when 
they  work,  and  so  many  now  past  65  never  had  much  employment  outside  the  home . 

For  men,  the  highest  median  income  was  $1,424  in  Connecticut  as  compared  to  the 
women's  high  of  $1,196  in  Colorado.  At  the  bottom  of  the  range,  $643  was  the 
lowest  median  income  for  the  men--this  was  in  Mississippi--and  $455  for  the 
women--in  Tennessee. 


When  the  nonmarried  are  classified  by  living  arrangement,  those  living  in  the 
home  of  relatives  are  found  to  have  much  less  income  on  the  average  than  those 
living  alone  or  with  nonrelatives . Often  it  is  the  amount  of  income  that 
determines  whether  a person  lives  alone  or  with  relatives,  although  health  and 
convenience  are  also  factors.  In  24  States,  those  living  alone  or  with  non- 
relatives had  median  incomes  of  $1,000  or  above — ranging  from  $1,000  in  Rhode 
Island  to  $1,351  in  Nevada.  In  only  one  State — Colorado--was  the  median  income 
above  $1,000  for  the  nonmarried  living  with  relatives.  Again,  we  see  evidence  of 
Colorado's  liberal  assistance  provisions.  On  the  low  side,  median  incomes  below 
$1,000  were  reported  in  27  States  for  those  living  alone  and  50  States  for  those 
living  with  relatives . 

As  pointed  out  earlier,  those  who  live  with  relatives  tend  to  be  in  poor 
financial  condition.  They  tend  to  be  older  and  to  include  proportionately  many 
more  women  than  those  who  live  alone . There  is  surprisingly  little  difference 
among  the  States  in  the  average  income  of  women  who  share  a home  with  relatives . 
Even  taking  together  nonmarried  men  and  women,  the  median  income  for  those  living 
with  relatives,  is  as  high  in  some  of  the  poorer  States  as  in  some  of  the  highly 
industrialized  States.  For  example,  in  New  York  where  the  median  for  nonmarried 
living  alone  or  with  nonrelatives  was  $l,l40,  the  median  for  those  with  relatives 
was  $590,  and  in  Georgia  the  corresponding  medians  were  $692  and  $525. 


***** 

In  closing  I would  like  to  quote  the  last  paragraph  of  President  Kennedy’s 
message  to  the  Congress  on  Elderly  Citizens  of  our  Nation,  dated  February  1963. 
"Our  national  record  in  providing  for  our  aged  is  a proud  and  hopeful  one.  But 
it  can  and  must  improve . We  can  continue  to  move  forward  by  building  needed 
Federal  programs,  by  developing  means  for  comprehensive  action  in  our  communities, 
and  by  doing  all  we  can,  as  a Nation  and  as  individuals,  to  enable  our  senior 
citizens  to  achieve  both  a better  standard  of  life  and  a more  active,  useful 
and  meaningful  role  in  a society  that  owes  them  much  and  can  still  learn  much  from 
them . " 
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TABLE  1. — Estimated  number  of  persons  aged  65  and  over  in  the  United  States 
with  money  income  from  employment  or  public  programs , hy  sex,  June  1961 


' Total 

Type  of  money  income  “ 77  71’  Men  Women 

1 Number  Percent « 


Total  aged  65  and  over  l/  

17A30 

100.0 

17,760.9,370 

Employment,  total  2/  

4,100 

23.9 

2,290 

1,370 

Employment  and  no  income  from  public 

programs  

910 

5.3 

630 

280 

Employment  and  social  insurance  benefits  . . 

2,610 

15.2 

1,230' 

1,380 

Employment  and  payments  under  other  public 

programs  

580 

3.4 

430 

150 

Social  insurance  (retirement  and  survivor) 

benefits,  total  3/  

12,430 

72.6 

5,940 

6,490 

Benefits  and  no  earnings  or  veterans ' or 

public  assistance  payments  

7,950 

46.4 

3,660 

4, 290 

Benefits  and  veterans ' payments  

1,090 

6.4 

710 

380 

Benefits  and  public  assistance  

780 

4.6 

340 

44o 

Veterans'  pension  or  compensation,  total  .... 

1,890 

11.0 

1,110 

780 

Veterans ' payment  and  no  earnings  or  social 

insurance  4/ 

310 

1.8 

30 

280 

Public  assistance,  total  5/ 

2,400 

l4.o 

820 

1,580 

Public  assistance  and  no  earnings  or  pay- 

ments under  other  public  programs  

1,510 

8.8 

420 

1,090 

No  income  from  employment  or  public  programs 

1 1,390 

8.1  | 

1 

310 

1,080 

1 

l/  The  50  States,  the  District  of  Columbia,  Puerto  Rico,  and  the 
Virgin  Islands. 

2/  Includes  2,410,000  employed  men,  910,000  employed  women  and  an 
estimated  900,000  nonworking  wives  of  earners. 

3/  Includes  11,260,000  0ASDI  "beneficiaries,  640,000  receiving  railroad 
retirement  "benefits  and  1,040,000  receiving  payments  under  programs  for 
government  employees . Persons  with  income  from  more  than  one  of  these 
programs  are  counted  only  once.  Estimates  of  beneficiaries  under  govern- 
ment employee  retirement  programs  include  estimated  number  of  beneficiaries  1 
wives  not  in  direct  receipt  of  benefits. 

4/  Includes  a small  number  receiving  supplementary  public  assistance. 

5/  Old-age  assistance  recipients  and  persons  aged  6 5 and  over  receiving 
aid  to  the  blind  or  to  the  permanently  and  totally  disabled,  including  a 
relatively  small  number  receiving  vendor  payments  for  medical  care  but  no 
direct  cash  payment  under  either  old-age  assistance  or  medical  assistance 
for  the  aged. 

Source:  , Estimates  by  Social  Security  Administration,  Division  of  Research 
and  Statistics,  based  on  reports  of  the  operating  agencies,  the  Bureau  of 
the  Census  and  the  Bureau  of  Labor  Statistics. 
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Table  2. --Money  income  in  1959  of  couples  with  head  or  wife  aged  65  and 
over,  by  living  arrangements 

(Noninstitutional  population) 


Income  of  couple 


Money  income  class 

Total 

_ - 

i 

No  relatives 
present 

J 

Relatives 
present  1 / 

United  State s,  total 

Number  (in  thousands) 

5,083 

3,725 

1,358 

Percent 

100.0 

100.0 

100.0 

Under  $1,000 

13.3 

12.1 

16.6 

1,000-1,499 

1 

12.4 

12.0 

13.3 

1,500-1,999 

12.3 

12.3 

12.1 

2,000-2,499 

10.5 

10.6 

10.1 

2,500-2,999 — 

8.2 

8.4 

7.7- 

3,000-3,999 

] 

\ 12.1 

V 

4,000-4,999 

f 43.3 

4 8.6 

40.2 

5,000  or  more 

L 23.8 

Median  income 

$2, 600  j 
! 

$2, 670  ! 

$2, 4oo 

l/  Excludes  a small  number  of  couples  living  as  subfamilies  in  the 
home  of  relatives. 


U.  S.  Census  of  Population:  i960,  The  Income  of  the  Elderly  Popula- 
tion, 1963 • 
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Table  3 ---Money  income  in  1959  of  nonmarried  persons  aged  65  and  over,  by  living  arrangements 
(Noninstitutional  population) 


Money  income  class 


United  States,  total 

Number  (in  thousands)— 

Percent 

Under  $1,000 

1,000-1,^99 

1, 500-1,999 

2, 000-2,999 

3,000  and  over 


Median  income' 


United  States,  total 
Number  (in  thousands)— 
Percent 

Under  $1,000 

1.000- 1,499 

1,500-1,999 

2.000- 2,999 

3,000  and  over 


Median  income' 


United  States,  total 
Number  (in  thousands)— 
Percent 

Under  $1,000 

1.000- 1,499 

1, 500-1,999 

2.000- 2,999 

3,000  and  over 


Median  income' 


Total 

Income  of  nonmarried  persons 

Living 
alone  or 
with  non- 
relatives 

Living  with  relatives 

Total 

As  head 

Relative 
of  head  l/ 

Men  and  women 

7,810 

3,759 

4,051 

1, 326 

2,725 

100.0 

100.0 

100.0 

100.0 

100.0 

59-2 

49.7 

67.9 

57.0 

73-2 

15.0 

18.3 

12.0 

l4.l 

11.0 

7-4 

9.1 

5-8 

7.7 

4.9 

7.8 

9.6 

6.1 

8.7 

4.9 

10.6 

13.3 

8.1 

12.6 

6.0 

$790 

$1, 010 

$620 

$84o 

$520 

Men 

2,282 

1,194 

1,088 

360 

729 

100.0 

100.0 

100.0 

100.0 

100.0 

43.8 

39.3 

48.7 

37.8 

54.0 

19.0 

20.4 

17.4 

17.6 

17.4 

10.2 

11.0 

9.4 

10.7 

8.7 

11.2 

11.9 

10.5 

13.0 

9.2 

15.8 

17.4 

l4.l 

20.8 

10.6 

$1,160 

$1,260 

$1,040 

$1,350 

$900 

Women 

5,528 

2,565 

2,963 

967 

1,996 

100.0 

100.0 

100.0 

100.0 

100.0 

65.5 

54.6 

75.0 

64.1 

80.2 

13-4 

17.3 

10.0 

12.7 

8.7 

6.2 

8.2 

4.5 

6.6 

3-5 

6.4 

8.6 

4.6 

7-0 

3-4 

8.4 

11.4 

6.0 

9.6 

4.3 

$670 

$890 

$500 

$700 

$4io 

l/  Includes  a small  number  of  married  persons  _who  were  members  of  subfamilies  living  in  the 
home  of  relatives . 


U.  S.  Census  of  Population:  i960.  The  Income  of  the  Elderly  Population,  1963. 


Table  4. --Change  in  money  income  from  1951  "to  1959:  Percentage  distribution  of  aged  couples 
and  nonmarried  persons  aged  65  and  over,  by  living  arrangements  and  sex 

(Noninstitutional  population) 


Money  income  class 

Total 

No  relatives  present 

Relatives  present 

1959 

1951 

1959 

1951 

1959 

1951 

1959 

dollars 

Current 

dollars 

1959 

dollars 

Current 

dollars 

1959 

dollars 

Current 

dollars 

Married  couples  1 j 

All  incomes 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

Under  $1,000 

13-3 

33-0 

38.1 

12.1 

30.5 

35-3 

l6.6 

40.1 

44.5 

1,000-1,4-99 

12.4 

15.4 

15.4 

12.0 

16.9 

16.2 

13-3 

i4.o 

13.7 

1,500-1,999 

12.3 

11.2 

10.5 

12.3 

10.1 

10.4 

12.1 

10.4 

10.9 

2, 000-2,499 

10.5 

8.1 

8.7 

10.6 

8.0 

8.4 

10.1 

8.5 

9-3 

2, 500-2,999 

8.2 

6.6 

5-3 

8.4 

6.6 

5-3 

7.7 

r7'1 

5-3 

3,000-3, 999 

r 9.7 

9-3 

12.1 

10.2 

10.2 

f 8.2 

7-4 

4,000-4,999 

>43.3 

4 5-9 

5-5 

8.6 

6.2 

5-7 

> 40.2 

5.0 

5,000  and  over 

J 

L10.1 

7.2 

23.8 

11.5 

8.5 

J 

l 6.6 

3-9 

Median  income 

$2, 600 

$1,550 

$1,390 

$2, 670 

$1,630 

$i,46o 

$2,400 

$1, 350 

$1, 210 

Nonmarried  men  2 j 

All  incomes 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

'lOO.O 

100.0 

100.0 

Under  $1,000 

43.8 

62.7 

70.2 

39-3 

59.8 

68.7 

48.7 

66.0 

71.6 

1,000-1,499 

19.0 

14.7 

10.7 

20.4 

15.6 

9-7 

17.4 

13.8 

11.8 

1, 500-1,999 

10.2 

1 6*3 

5.1 

11.0 

6.3 

5.8 

9.4 

7.1 

4.3 

2,000-2,499 

/ 3-9 

3.7 

\ 

r 4.4 

4.2 

\ 

/2.3 

3.1 

2, 500-2,999 

> 11.2 

\ 3.0 

2.5 

/ 11.9 

\ 3.4 

3.1 

/ 10.5 

\ 2.3 

2.0 

3,000  and  over 

15.8 

9.4 

7.9 

17.4 

10.5 

8.6 

l4.l 

8.5 

7-2 

Median  income 

$1,160 

$740 

$660 

$1, 260 

$830 

$740 

$1,040 

$620 

$550 

Nonmarried  women  2 j 

All  incomes 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

Under  $1,000 

65.5 

81.0 

86.9 

54.6 

73.0 

80.9 

75.0 

86.8 

90.9 

1, 000-1, 499 

13.4 

9-3 

5.0 

17.3 

13.5 

8.2 

10.0 

6.1 

3.0 

1,500-1,999 

6.2 

r 3*5 

3.3 

8.2 

1 5.3 

4.8 

< 2-3 

2.4 

2, 000-2,499 

} 6.4 

<T  2.1 

1.4 

y 8.6 

/ 3.3 

2.6 

} 

/!.  4 

.6 

2, 500-2,999 

\l.l 

.9 

1 1.7 

• 9 

\ .6 

.8 

3,000  and  over 

8.4 

3.0 

2.5 

11.4 

3.2 

2.7 

6.0 

2.8 

2.4 

Median  income 

$670 

$310 

$270 

$890 

$620 

$560 

$500 

$90 

$80 

1/  Couples  were  defined  to  include  those  with  either  head  or  wife  65  and  over  in  1959,  with  • 
head  65  and  over  in  1951*  A small  number  of  couples  living  as  subfamilies  in  the  home  of  rela- 
tives was  included  in  1951,  excluded  in  1959-  See  text  for  discussion  of  effect  of  these  differ- 
ences in  definition. 

2/  In  1959  includes  a small  number  of  married  persons  who  were  members  of  subfamilies  living  in 
the  home  of  relatives . 

1959  data  from  U.  S.  Census  of  Population:  i960,  'The  Income  of  the  Elderly  Population  (1963); 
1951  data  from  Peter  0.  Steiner  andRobert  Dorfman,  The  Economic  Status  of  the  Aged,  University  of 
California  Press,  1957  (table  102). 
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Table  5. — Money  Income  in  1959  of  couples  with  head  or  wife  aged  65  and  over,  by  State:  Percentage  distribution  of 
couples  by  income,  and  median  money  income  by  living  arrangement 


Total 

number 

Percent  of  all  couples 

Median  money  income 

State 

Under 

$1,000 

$1,000- 

$1,499 

$1,500- 

$1,999 

$2,000- 

$2,499 

$2,500- 

$2,999 

$3,000 
or  more 

All  couples 
Amount | Bank  1 / 

No  relatives 
present 

Relatives 
present  2 / 

United  States 
Alabama  

85,515 

28.6 

23.6 

11.7 

8.2 

5.7 

22.2 

$1,453 

49 

1,520 

1,353 

Alaska  

1,480 

14.6 

12.6 

11.4 

9.1 

6.4 

46.0 

2,686 

24 

4,011 

2,040 

Arizona  

30, 568 

11.1 

11.0 

12.3 

10.3 

9.2 

46.1 

2,787 

19 

2,879 

2,4o8 

Arkansas  

69,146 

28.9 

23.8 

12.6 

9-4 

5.8 

19-5 

1,444 

50 

1,471 

1,371 

California  

412,215 

7-3 

8.2 

10.0 

11.6 

8.4 

54.5 

3,00C* 

4 

3,362 

3,000* 

Colorado  

49,466 

6.1 

9-0 

9.6 

17.1 

10.9 

47.3 

2,878 

16 

2,908 

2,721 

Connecticut  

69, 566 

6.9 

7-7 

10.0 

9.2 

8.0 

58.2 

3,000* 

3 

3,702 

3,000* 

Delaware  

10,208 

11.6 

10.1 

10.4 

10.1 

8.0 

49.9 

2,992 

11 

3,076 

2,799 

District  of  Columbia  . 

16,160 

7-5 

6.1 

6.3 

7.1 

5-3 

67.7 

3,000* 

1 

4,892 

3,000* 

Florida  

204,454 

10.9 

12.7 

12.7 

11.8 

9-7 

42.2 

2,595 

29 

2,643 

2,372 

Georgia  

88,458 

24.7 

22.8 

11.9 

8.3 

5-9 

26.5 

1,607 

46 

1,738 

1,432 

Hawaii  

7,342 

14.3 

IO.9 

10.5 

11.0 

8.1 

45.2 

2,702 

23 

2,906 

2,488 

Idaho  

20,373 

9-3 

12.3 

14.3 

11.2 

9-9 

42.9 

2,644 

26 

2,610 

2,788 

Illinois  

289,150 

10.6 

9-7 

10.6 

9.6 

8.0 

51-5 

3,000* 

8 

3,1H 

3,000* 

Indiana  

139,756 

11.8 

12.0 

12.6 

11.4 

9.4 

42.8 

2,617 

27 

2,617 

2,619 

Iowa  

103 >074 

12.6 

12.4 

13-5 

•11.5; 

9.0 

4l.o 

2,498 

34 

2,485 

2,568 

Kansas  

77,471 

11.3 

13.4 

12.7 

11.4 

9-0 

42.2 

2,566 

31 

2,584 

2,484 

Kentucky  

96, 548 

24.1 

18.7 

13-0 

10.5 

7-2 

26.5 

1,778 

44 

1,828 

1,686 

Louisiana  

74,037 

16.9 

17.6 

22.6 

10.4 

5.8 

26.7 

1,842 

2,554 

43 

1,896 

1,732 

Maine  

30,677 

9.2 

12.5 

14.9 

12.2 

10.4 

40.7 

33 

2, 584 

2,469 

Maryland  

62,492 

11.8 

9-5 

10.2 

9.2 

8.0 

51.3 

3,000* 

9 

3,252 

2,845 

Massachusetts  

152,286 

7.4 

9.1 

11.8 

9-6 

8.5 

53-5 

3,000* 

7 

3,308 

3,000* 

Michigan  

203,810 

9-7 

ll.l 

12.9 

11.7 

9.4 

45.2 

2,743 

21 

2,739 

2,757 

Minnesota  

109,749 

11.5 

12.4 

13.2 

11.4 

9-3 

42.3 

2,584 

30 

2,578 

2,597 

Mississippi  

64,192 

39-9 

20.1 

11.0 

7-5 

4.4 

17.1 

1,250 

51 

1,324 

1,123 

Missouri  

157,060 

13-8 

14.9 

16.8 

10.7 

7.8 

36.0 

2,211 

38 

2,205 

2,235 

Montana  

21,324 

7-9 

10.1 

12.2 

11.3 

9-3 

49.2 

2,957 

13 

2,959 

2,949 

Nebraska  

53,644 

11-7 

12.6 

12.6 

12.0 

9-3 

41.9 

2,561 

32 

2,568 

2,527 

Nevada  

5,730 

7-6 

6.4 

8.6 

8.8 

8.1 

60.5 

3,000* 

2 

3,913 

3,000* 

New  Hampshire  

18,876 

9-3 

9.4 

11.9 

10.5 

10.7 

48.2 

2,915 

l4 

2,952 

2,796 

New  Jersey  

164,254 

9-3 

8.8 

10.9 

9-5 

8.0 

53-6 

3,000* 

5 

3,325 

3,000* 

New  Mexico  

17,468 

19.2 

14.6 

10.9 

9-9 

7.2 

38.1 

2,264 

37 

2,522 

l,8l4 

New  York  

484,486 

9-3 

8.9 

10.6 

9-6 

8.1 

53-6 

3,000* 

6 

3,334 

3,000* 

North  Carolina  

98,965 

28.6 

17.9 

12.0 

9-0 

6.2 

26.3 

1,648 

45 

1,826 

1,426 

North  Dakota  

18,872 

12.1 

14.7 

13.0 

11.9 

9.0 

39-4 

2,431 

35 

2,421 

2,454 

Ohio  

271,349 

10.3 

10.5 

12.7 

10.7 

8.8 

47.1 

2,836 

17 

2,858 

2,769 

Oklahoma  

83,869 

13.4 

19.O 

20.0 

9-5 

7-0 

31.1 

1,939 

42 

1,957 

l,86l 

Oregon  

61,259 

8.8 

11.2 

12.7 

11.1 

9.8 

46.3 

2,812 

18 

2,800 

2,977 

Pennsylvania  

323,641 

10.7 

10.2 

.12.3 

11.7 

9-8 

45.3 

2,761 

20 

2,824 

2,621 

Rhode  Island  

24,685 

10.5 

11.7 

14.1 

9-8 

8.9 

45.0 

2,722 

22 

2,749 

2,663 

South  Carolina  

45,701 

34.9 

15.4 

11.1 

7-9 

5.7 

25.0 

1,49.1 

48 

1,737 

1,252 

South  Dakota  

23,293 

14.8 

14.5 

14.4 

11.4 

9.4 

35-4 

2,272 

36 

2,272 

2,272 

Tennessee  

99,338 

31.0 

17.3 

11.9 

9-0 

6.1 

24.7 

1,572 

47 

1,662 

1,445 

Texas  

243,382 

18.4 

18.2 

12.6 

9.4 

6.8 

34.5 

2,038 

4l 

2,138 

^,801 

Utah  

20,280 

8.6 

12.0 

11.4 

10.7 

9-5 

47.7 

2,880 

15 

2,851 

2,986 

Vermont  

12, 227 

10.1 

12.2 

13.6 

12.1 

9-7 

42.3 

2,602 

28 

2,641 

2,470 

Virginia  

85,985 

21.9 

13-5 

11.0 

9.4 

7.0 

37-3 

2,194 

39 

2,452 

1,808 

Washington  

88,498 

6.7 

9.7 

14.4 

10.5 

9-0 

49.7 

2,984 

12 

2,965 

3,000* 

West  Virginia  

57,225 

22.3 

13.9 

12.2 

12.2 

9.0 

30.5 

2,069 

40 

2,138 

1,952 

Wisconsin  

124,821 

10.7 

11.8 

13.1 

11.6 

9-4 

43.3 

2,649 

25 

2,648 

2,652 

Wyoming  

8,836 

7-8 

9il 

12.5 

10.5 

9-3 

50.8 

3,000* 

10 

3,032 

3,000* 

l/  The  States  where  the  median  income  for  couples  exceeded  $3,000  were  ranked  on  the  basis  of  the  percent  having 
incomes  above  $3,000. 

2/  Income  of  couple  only;  does  not  include  income  of  other  relatives  present  in  household. 

* Median  income  exceeds  $3,000.  The  exact  figure  cannot  be  computed  because  couples  with  relatives  present 
were  not  tabulated  by  income  class  above  $3,000. 

Source:  U.S.  Census  of  Population,  i960.  Income  of  the  Elderly  Population. 
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table  6. — Money  Income  in  1959  of  nonmarried  persons  aged  65  and  over,  By  State:  Percentage  distribution  of  nonmarried 
persons  by  income,  and  median  money  income,  by  sex  and  living  arrangement 


Percent  of  all  nonmarried  persons 

Median  monej 

r income 

State 

Total 

number 

Under 

$1,000 

$1,000- 

$1,500 

$1,500- 

$2,000 

$2,000- 

$2,999 

$3,000 

or 

more 

All  1 

nonmarried 

Men 

Women 

Living  alone 

or  with 
nonrelatives 

Living  with 
relatives  1/ 

United  States 
Alabama  

125,194 

79.7 

7.6 

4.0 

3.9 

4.8 

$566 

$687 

$530 

$661 

$516 

Alaska  

3A92 

45.1 

21.3 

7.2 

8.6 

17.9 

1,115 

1,319 

805 

1,327 

715 

Arizona  

40,461 

55.8 

16.1 

8.4 

8.8 

10.8 

863 

1,184 

723 

1,100 

624 

Arkansas  

82,734 

77-9 

9.0 

4.6 

3.9 

4.6 

572 

690 

526 

657 

491 

California  

676,033 

40.1 

26.9 

9-9 

9.2 

14.0 

1,185 

1,373 

1,108 

1,314 

953 

Colorado  

72,190 

29.6 

43.1 

7.4 

8.5 

11.4 

1,237 

1,333 

1,196 

1,287 

1,156 

Connecticut  

116,897 

51.1 

15.4 

8.3 

10.1 

15.1 

967 

1,424 

768 

1,323 

738 

Delaware  

17,162 

59.2 

12.4 

7.2 

8.2 

12.9 

768 

1,186 

628 

1,014 

599 

District  of  Columbia. 

39.820 

43.7 

10.6 

7.9 

12.5 

25.4 

1,298 

1,712 

1,144 

1,923 

784 

Florida  

219,853 

58.9 

14.2 

7.9 

8.5 

10.5 

8o4 

1,206 

679 

1,001 

608 

Georgia  

149,726 

76.8 

8.1 

4.3 

4.5 

6.2 

584 

709 

550 

692 

525 

Hawaii  

16,996 

65.1 

11.1 

7.8 

7.0 

9.0 

620 

944 

374 

1,020 

447 

Idaho  

23,589 

52.3 

19.8 

8.1 

9.7 

10.2 

945 

1,185 

823 

1,082 

696 

Illinois  

465,750 

56.6 

13.5 

7.5 

8.8 

13.5 

835 

1,323 

674 

1,037 

669 

Indiana  

195,865 

61.4 

13-5 

7.5 

8.0 

9.4 

747 

1,148 

634 

886 

599 

Iowa  

139,442 

56.9 

16.1 

8.6 

8.7 

9.7 

838 

1,179 

728 

967 

679 

Kansas  

101,656 

58.1 

15.7 

7.7 

8.4 

10.1 

817 

1,116 

729 

934 

654 

Kentucky  

131,641 

72.2 

10.0 

5.6 

5.5 

6.8 

602 

793 

533 

694 

533 

Louisiana  

124,642 

66.9 

16.9 

5-5 

4.8 

5-9 

708 

897 

652 

793 

650 

Maine  

53,056 

58.8 

14.9 

8.5 

8.9 

9.0 

811 

1,045 

713 

1,009 

637 

Maryland  

116,087 

61.3 

12.0 

7.1 

7.8 

11.8 

721 

1,176 

581 

966 

585 

Massachusetts  

287,817 

50.2 

18.3 

8.3 

9.8 

13.4 

993 

1,382 

830 

1,244 

760 

Michigan  

288,053 

58.6 

15.6 

8.3 

7-9 

9.6 

802 

1,218 

648 

1,008 

615 

Minnesota  

154,704 

57-9 

14.7 

8.9 

8.6 

9-9 

824 

1,121 

709 

972 

670 

Mississippi  

90,097 

82.0 

7-0 

3.8 

3.3 

4.0 

554 

643 

521 

631 

508 

Missouri  

230,241 

64.2 

14.0 

6.6 

6.6 

8.6 

719 

964 

641 

818 

6o4 

Montana  

28,926 

47.9 

20.0 

9.6 

10.5 

12.0 

1,053 

1,311 

868 

1,169 

789 

Nebraska  

68,383 

57.2 

14.4 

8.9 

8.9 

10.6 

827 

1,126 

732 

952 

652 

Nevada  

9,651 

42.3 

20.3 

10.3 

10.9 

16.2 

1,190 

1,458 

930 

1,351 

844 

New  Hampshire  

32,120 

57.0 

13.9 

8.1 

9.6 

11.3 

835 

1,197 

718 

1,030 

677 

New  Jersey 1 

278,334 

57-3 

13.7 

7.3 

8.6 

13.0 

806 

1,342 

624 

1,132 

624 

New  Mexico  j 

23,145 

63.8 

11.5 

7.0 

7.2 

10.6 

695 

937 

593 

925 

502 

New  York  : 

842,767 

56.3 

13.7 

7.5 

8.9 

13.6 

826 

1,323 

649 

l,l4o 

590 

North  Carolina ' 

149,152 

76.9 

8.6 

4.5 

4.5 

5.5 

518 

692 

462 

703 

433 

North  Dakota j 

24,806 

57-6 

15.6 

8.3 

8.6 

9.9 

818 

1,135 

667 

978 

644 

Ohio  j 

422,166 

58.9 

14.8 

7.6 

7.8 

10.8 

799 

1,235 

659 

986 

643 

Oklahoma  ! 

107,976 

64.6 

17.2 

5.9 

5-5 

6.9 

732 

900 

680 

830 

599 

Oregon  j 

77,454 

51.8 

18.8 

9.3 

9-5 

10.6 

956 

1,244 

822 

1,122 

692 

Pennsylvania  ! 

558,946 

59.9 

13.5 

8.0 

8.4 

10.2 

760 

1,290 

582 

994 

609 

Rhode  Island 1 

44,852 

59.1 

15.0 

6.9 

8.3 

10.7 

784 

1,204 

650 

1,000 

641 

South  Carolina : 

77,352 

79.2 

7.7 

4.0 

4.1 

4.9 

513 

666 

470 

642 

447 

South  Dakota  

30,675 

62.0 

14.8 

8.3 

7-2 

7.8 

746 

957 

653 

858 

605 

Tennessee  j 

145,701 

77.1 

8.4 

4.6 

4.3 

5-6 

517 

703 

455 

661 

431 

Texas  | 

345,043 

70.8 

10.1 

5.6 

5.6 

8.0 

641 

814 

589 

752 

541 

Utah  i 

24,396 

59-9 

15.2 

7.5 

8.3 

9.0 

791 

1,236 

669 

879 

644 

Vermont  i 

20,994 

59.1 

15.3 

8.0 

8.0 

9-6 

805 

1,016 

730 

1,022 

648 

Virginia  ; 

144,296 

69.2 

9.9 

5.8 

6.1 

8.9 

575 

859 

479 

845 

435 

Washington ; 

123,762 

44.9 

25.5 

9.2 

9-3 

11.2 

1,101 

1,280 

1,005 

1,217 

784 

West  Virginia I 

77,021 

70.3 

10.1 

6.1 

6.9 

6.5 

599 

912 

490 

743 

502 

Wisconsin  \ 

178,489 

58.6 

14.2 

8.4 

8.7 

10.1 

808 

1,153 

683 

961 

676 

Wyoming 

11,096 

46.3 

20.5 

9.1 

10.8 

13.3 

1,090 

1,388 

904 

1,229 

787 

l/  Income  of  aged  person  only,  does  not  include  income  of  other  relatives  present, 
Source:  U.S.  Census  of  Population,  i960.  Income  of  the  Elderly  Population 
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DIETS  OF  OLDER  PEOPLE 

Talk  by  Sadye  F.  Adelson 
Consumer  and  Food  Economics  Research  Division 
at  the  List  Annual  Agricultural  Outlook  Conference 
Washington,,  D.  C.,  2:L5  p.m.,  Wednesday,  November  20,  1963 

For  many  oldsters  the  later  years  lack  the  lustre  of  life . Lenore  Epstein 
has  shown  the  need  of  some  for  more  money  for  a more  desirable  level  of  living 
and  of  course  that  includes  a more  adequate  diet.  If  this  afternoon's  program 
included  a psychologist,  sociologist,  doctor,  and  dentist  need  for  other 
improvements  would  be  added.  Many  of  these  other  needs,  like  income,  would 
probably  relate  in  some  way  to  diets  in  the  later  years . 

It  is  20  years  or  more  since  Dr.  Henry  C.  Sherman  distilled  his  years  of 
research  into  the  promise  that  the  science  of  nutrition  can  "add  life  to  years 
and  years  to  life."  Later  research  and  developments  have  repeatedly  proven 
him  right.  Are  the  elderly  reaping  the  full  benefits  of  this  nutritional 
research?  Or,  are  their  diets  faulty?  If  so,  in  which  important  nutrients? 

To  what  extent?  What  foods  would  improve  dietary  levels?  What  influences 
diet  quality- -income?  money  value  of  food?  age  of  the  older  person?  age  of 
the  family  homemaker? 

Changes  in  basic  food  habits  are  usually  more  gradual  than  abrupt. 
Therefore,  it  seems  well  to  include  some  consideration  of  the  decade  or  two 
before  the  years  commonly  termed  "golden."  Some  facts  and  straws  in  the  wind 
about  the  diets  of  folks  beyond  the  half  century  mark  who  live  at  home  and 
usually  eat  most  of  their  meals  at  home  come  from  several  of  our  surveys . 

The  first  study  is  used  as  a background  to  show  the  dietary  levels  of 
households  in  the  United  States  as  a whole,  regardless  of  income,  by  the 
age  of  the  family  homemaker.  1 / 

The  study  to  be  used  most  is  about  the  household  food  consumption  of 
beneficiaries  of  Old  Age  and  Survivors  Insurance  (OASl)  who  were  of  course 
65  years  or  older.  They  either  lived  alone  or  with  one  other  person  55 
years  of  age  or  older  in  Rochester,  New  York.  2/  Their  family  incomes  were 
relatively  low.  A half  of  the  households  were  husband-wife  families,  nearly 
a third  were  women  living  alone  and  the  rest  included  single  housekeeping 
men,  brother-sister  teams  and  other  twosomes . 

A third  study  concerns  the  diets  of  Minneapolis -St . Paul  business  and 
professional  men  who  as  a group  were  presumably  upper  middle  income  and 
well  educated  and  who  were  in  their  50' s.  3/ 

A fourth  study  relates  to  the  diets  of  older  homemakers  in  samples  of 
housekeeping  households  at  all  income  levels  in  L large  cities . kj 
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Thus  we  will  “be  discussing  the  diets  of  those  who  are  or  are  about  to 
he  elders,  in  a group  with  fairly  low  incomes,  in  a group  with  moderately 
high  incomes  and  in  a group  with  incomes  represented  "across  the  hoard." 

We  will  also  he  talking  about  the  food  of  men  and  women  who  live  alone  and 
who  live  with  others . 

The  recommended  daily  dietary  allowances  of  the  National  Research  Council 
(NRC)  are  used  as  a yardstick  for  evaluating  the  diets  of  these  groups.  5/ 

You  undoubtedly  are  aware  that  the  full  NRC  allowances  are  judgments  of  nutri- 
tion experts  who  consider  them,  except  for  calories,  well  above  minimal  require- 
ments hut  not  necessarily  optimal  levels  of  intake.  The  margin  over  minimal 
requirements  varies  widely  among  nutrients  hut  two-thirds  of  the  full  allowances 
may  he  considered  a nutritional  floor  below  which  diets  would  he  unsafe  for 
some  individuals  over  a period  of  time.  Height,  weight  and  other  variables 
affect  the  nutrient  requirements  of  an  individual.  The  allowances,  therefore, 
do  not  constitute  a precise  toolJ forrrating  diets  of  persons  or  households 
individually . 

However,  it  is  appropriate  to  use  them  for  evaluating  the  dietary  levels 
of  groups  of  persons  or  households . They  are  especially  useful  as  a point 
of  reference  in  measuring  time  trends  in  dietary  levels  and  in  comparing 
dietary  levels  of  population  groups  when  methods  for  collecting  the  dietary 
data  are  essentially  the  same . The  allowances  also  serve  well  in  planning 
national  food  supplies  since  they  cover  the  varying  needs  of  all  the  healthy 
individuals  in  the  USA  population. 

In  the  charts  which  follow  three  levels  of  quality  for  each  nutrient  are 
usually  shown--(l)  diets  providing  NRC  allowances  in  full  (100  percent); 

(2)  diets  providing  at  least  two -thirds  of  the  allowances  (67  percent)  hut  less 
than  100  percent;  and  (3)  diets  providing  less  than  two-thirds  of  the  allowances. 

Nutritional  levels  in  terms  of  diets  meeting  allowances  both  at  the  full 
and  at  the  two -thirds  level  give  a range  of  diet  quality  which  emphasizes  the 
approximate  character  of  the  data. 

Age  of  homemaker 


The  first  chart  (fig.  l)  presents  a comparison  of  the  overall  quality  of 
diets  in  the  USA  in  households  with  homemakers  under  60  years  of  age  and  house- 
holds with  older  homemakers.  The  comparison  is  based  on  the  percentage  of 
households  with  diets  meeting  allowances  in  full  for  all  8 nutrients  considered. 
A significantly  greater  percentage  of  the  younger  households  than  the  older 
ones  met  allowances,  53  percent  vs.  ^7  percent. 

Although  a difference  of  less-than-10  percentage  points  appears  small, 
it  represents  many  persons  for  as  we  have  been  told  this  afternoon  our  popula- 
tion over  60  years  of  age  is  large  and  growing  larger. 


-3- 


Nutrient  levels  of  PAST  households 

The  next  chart  (fig.  2)  concerns  the  nutritional  quality  of  the  food 
consumption  of  the  1-  and  2-member  OASI  households  in  the  spring  of  1957 • 

Let  us  first  look  at  the  percentage  with  diets  providing  allowances  in  full 
for  the  nutrients  that  usually  were  low  when  diets  were  short.  About  70 
percent  met  allowances  in  full  in  calcium,  riboflavin,  and  ascorbic  acid 
and  somewhat  fewer,  about  65  percent,  in  thiamine. 

Of  course  a higher  percentage  of  the  diets  provided  two -thirds  of  allow- 
ances, roughly  from  85  percent  to  95  percent.  This  leaves  5 to  15  percent  of 
the  diets  below  two-thirds  of  allowances  in  individual  nutrients — approximately 
5 percent  in  riboflavin,  10  percent  in  calcium  and  thiamine,  and  15  percent  in 
ascorbic  acid,  the  nutrient  in  shortest  supply. 

It  should  be  noted  that  calorie  allowances  were  generally  well  met. 

To  sum  up  in  terras  of  calories  and  the  8 important  nutrients  used  to 
evaluate  diet  quality- -about  40  percent  of  the  OASI  household  diets  provided 
allowances  in  full  and  another  30  percent  provided  at  least  two -thirds  of 
allowances  for  all  nutrients  studied.  The  rest,  about  30  percent  of  the 
diets,  fell  short  of  the  two-thirds  mark  in  1 or  more  nutrients.  As  has 
been  pointed  out  earlier  the  two -thirds  mark  should  be  considered  a nutri- 
tional floor.  The  people  with  such  pronounced  dietary  shortages  are  there- 
fore a real  concern.  The  concern  is  heightened  by  the  probability  that  the 
OASI  beneficiaries  fared  even  worse  than  these  figures  indicate.  Their 
dietary  levels  have  been  determined  from  food  supplies  as  they  were  brought 
into  the  household  and  include  what  ultimately  was  discarded  in  the  kitchen 
or  at  the  table . This  discard  is  often  high  in  calories  and  fat  and  it  may 
also  include  fair  amounts  of  important  nutrients . 

To  what  extent  are  diets  of  such  low  quality  usual  among  the  l8  million 
persons  aged  65  and  over  in  the  USA?  Unfortunately  we  do  not  have  the  answer; 
however,  with  almost  one -half  of  the  individuals  over  65  living  on  annual  per 
person  incomes  below  $1,000  we  suspect  the  number  of  older  folks  with  faulty 
diets  to  be  higher  than  for  others  in  the  population.  6/  The  percentage  of 
households  with  diets  furnishing  less  than  two-thirds  of  allowances  in  1 or 
more  nutrients  for  all  USA  households  in  1955  was  roughly  half  of  that  for 
the  OASI  Rochester  households  in  1957^  13  percent  vs . 30  percent . 

No  comparison  has  been  made  of  the  relative  quality  of  the  diets  of  men 
and  women  in  this  OASI  study.  Several  other  studies  made  in  the  past  decade 
or  two  indicate  that  men  tend  to  make  nutritionally  better  food  selections 
than  women.  For  example  California  and  Colorado  workers  found  that  compared 
with  older  females,  older  males  had  higher  average  intakes  of  each  nutrient 
and  their  diets  usually  met  allowances  more  frequently.  7/  Men  fared  better 
despite  lower  calories  in  relation  to  allowances  than  women.  This  male 
superiority  in  diet  quality  was  apparent  for  each  age  group  studied  in  the 
Western  Region  from  age  5 to  12  through  age  80  and  over. 


Nutrient  levels  of  business  and  professional  men 


The  next  chart  (fig.  3)  concerns  the  food  eaten  by  the  more  prosperous 
and  somewhat  younger  business  and  professional  men.  This  is  a relatively 
true  picture  of  their  dietary  situation  since  they  reported  only  ingested 
food;  any  edible  food  left  on  plates  was  deducted  from  the  amount  served. 

Only  about  one-half  of  the  men  selected  food  that  provided  100  percent 
of  allowances  for  calcium,  thiamine,  and  riboflavin.  About  three  quarters 
reached  this  high  level  for  ascorbic  acid.  A fifth  of  the  men's  diets  met 
allowances  fully  in  all  of  the  8 nutrients  studied. 

However,  the  diets  of  few  men  fell  short  of  the  two-thirds  level  in  any 
nutrient  but  calcium.  More  than  10  percent  were  short  in  calcium.  About 
5 percent  were  short  in  ascorbic  acid  and  riboflavin. 

It  is  evident  that  men  in  their  50 's  who  have  a good  educational  back- 
ground and  sufficient  income  to  buy  a good  diet  do  not  necessarily  select  a 
good  diet.  Like  the  population  in  general  there  are  some  among  them  who 
would  profit  from  nutrition  guidance . Their  intakes  of  foods  that  are 
rich  sources  of  calcium,  ascorbic  acid,  and  riboflavin  need  to  be  increased. 

About  calories 


It  has  repeatedly  been  found  that  many  diets  rated  nutritionally  "good" 
are  high  in  calories.  Older  people  behave  no  differently  from  others  in  the 
population. 

The  next  chart  (fig.  kj  shows  that  a similar  number  of  calories  provided 
one  group  of  city  homemakers  over  60  years  of  age  with  a nutritionally  better 
diet  than  another. 

Average  nutrient  intakes  of  the  homemakers  in  group  I are  shown  as  100 
percent.  Diets  of  those  in  group  II  averaged  somewhat  higher  in  calcium 
(by  12  percent)  and  riboflavin  (by  l6  percent)  and  considerably  higher  in 
ascorbic  acid  (by  l^J-2  percent). 

Other  studies  have  revealed  that  nutritionally  satisfactory  diets  are 
frequently  achieved  at  reasonable  calorie  levels.  For  example,  only  1 out 
of  5 of  the  business  and  professional  men  with  diets  providing  full  allowances 
had  caloric  intakes  that  seemed  excessive  in  relation  to  caloric  requirements 
for  sex  and  age . Extra  calories  are  expensive  and  a threat  to  health  as  they 
usually  increase  food  expense  and  body  weight . 
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Individuals  in  the  OASI  households  were  asked  whether  any  foods  were 
chosen  or  avoided  deliberately  and,  if  so,  for  what  reasons.  About  8 in  10 
reported  some  dietary  limitation  that  seemed  more  or  less  related  to  health- - 
an  organic  disease  (diabetes.,  cardiovascular  disease  and  the  like),  weight 
control^  chewing  difficulty,  poor  appetite,  and  prejudice  or  discomfort. 

When  responses  were  sorted  by  diet  quality  health  problems  did  not  appear 
to  have  much  effect  on  nutritional  levels  but  poor  appetites  and  low  interest 
in  food  did.  Furthermore,  persons  who  were  trying  to  lose  weight  tended  to 
select  poorer  diets  than  others . 

Thus  there  are  some  OASI  beneficiaries,  some  homemakers,  some  business 
and  professional  men  and  undoubtedly  some  others  at  all  income  and  educational 
levels  who  need  direction  in  changing  food  habits  as  aging  gradually  reduces 
caloric  requirements . 

Food  expenditures 


Roughly  a third  of  these  OASI  households  had  food  that  was  below  the 
money  value  of  the  low-cost  adequate  food  plan,  a third  had  food  that  exceeded 
the  money  value  of  the  liberal-cost  adequate  food  plan  and  the  food  costs  of 
the  other  third  was  in-between.  The  food  plans  are  ones  developed  by  USDA 
with  which  most  of  you  are  familiar.  8/  Food  in  the  low-cost  plan  had  a 
money  value  of  $6.50  and  in  the  liberal  one  $9-50  per  person  per  week  for  a 
husband-wife  household  at  the  time  of  the  survey.  Corresponding  figures 
for  a 75-year  or  older  person  living  alone  were  $6.00  and  $9-00  for  a women 
and  $8.00  arid  $11.00  for  a man. 

The  next  chart  (fig.  5)  shows  that  80  percent  of  those  with  food  worth 
more  than  the  cost  of  the  liberal  plan  had  diets  meeting  allowances  in  full. 

In  contrast,  60  percent  of  those  spending  less  than  the  money  value  of 
the  food  in  the  low-cost  plan  were  found  to  have  diets  that  failed  to  provide 
as  much  as  two-thirds  of  allowances. 

However,  a few  households  with  food  below  the  low  cost  level  had  diets 
that  met  allownaces  in  full.  Probably  ingenious  homemakers  were  managing 
their  food  money.  Conversely,  there  were  a few  households  with  food  above 
the  liberal  cost  level  whose  diets  failed  to  reach  even  the  two -thirds  KRC 
level . 

Usually  when  these  older  folks  spent  as  much  as  the  money  value  of  the 
food  in  the  low-cost  plan  they  had  diets  that  met  at  least  two -thirds  of 
allowances . 
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Incomes 


The  OASI  households  were  also  grouped  by  income-low,  middle.,  and  high. 
The  year’s  income  was  considered  low  if  under  $1,000  for  1-person  households 
and  under  $2,000  for  2-person  households.  High  incomes  started  at  $2,000 
and  $3,000  respectively.  Middle  incomes  were  of  course  in  between  (not  shown 
on  chart).  About  a third  of  the  households  fell  into  each  income  category. 

The  next  chart  (fig.  6)  shows  that  diets  meeting  allowances  were  almost 
one  and  one -half  times  as  frequent  among  the  high  income  group  as  the  low 
one.  Just  the  reverse  was  true  in  respect  to  diet-s  below  two-thirds  of 
allowances,  they  were  more  than  twice  as  numerous  at  the  low  as  at  the  high 
income  level. 

Of  course  more  income  allows  more  money  for  food  which  as  shown  earlier 
increases  the  possibility  of  a satisfactory  diet.  Nearly  a half  of  the  low 
income  households  had  food  worth  less  than  the  USDA's  low  cost  food  plan. 

Only  a fifth  of  the  high  income  households  had  food  worth  so  little . 

Thus  it  appears  that  higher  incomes  are  needed  to  raise  most  of  the 
third  of  the  OASI  households  with  low  food  expenditures  to  the  level  of  the 
low  cost  food  plan.  However,  there  are  others  with  seemingly  sufficient 
income  who  appear  to  need  guidance  in  managing  their  incomes  to  provide  an 
adequate  amount  for  food,  or  need  to  be  convinced  of  the  importance  of 
buying  and  eating  an  adequate  diet . There  are  still  others  who  spend 
enough  but  need  help  in  getting  a good  nutritional  return  on  their  food 
money . 

Age  of  homemaker 


About  70  percent  of  the  homemakers  in  the  OASI  households  were  in  the 
"younger"  group,  55  to  7^+  years.  The  other  30  percent  were  75  years  or  older. 

The  next  chart  (fig.  7)  shows  that  the  quality  of  diets  furnished  their 
households  was  directly  affected  by  the  age  of  these  homemakers . Diets  of 
the  "younger"  households  provided  allowances  much  more  frequently  than  diets 
of  the  older  households,  50  percent  vs.  30  percent.  Older  households  had 
diets  below  two-thirds  of  allowances  more  often,  roughly  40  percent  vs.  25 
percent.  Thus  even  when  the  "over  55”  homemakers  are  classified  by  age,  the 
more  elderly  are  found  to  serve  their  households  diets  of  poorer  quality  than 
those  less  advanced  in  years . 

You  will  recall  that  the  1955  nationwide  survey  of  food  consumption  also 
revealed  that  households  with  homemakers  over  60  years  tended  to  fare  less 
well  than  younger  households . In  that  study  a similar  situation  was  found 
among  women  living  alone  as  many  older  women  do . Diets  of  only  53  percent  of 
the  single  women  over  60  years  provided  allowances  for  all  8 nutrients . In 
comparison,  diets  of  60  percent  of  those  under  60  provided  this  level  of 
quality . 


In  summary 


Some  evidence  has  been  given  from  several  studies  that  although  most  of 
the  older  folks  select  a nutritionally  good  diet,  a considerable  number  have 
daily  diets  that  need  to  be  increased  in  1 or  more  nutrients . The  most  usual 
shortages  are  in  calcium  and  ascorbic  acid.  Other  nutrients  that  may  be  low 
are  thiamine  and  riboflavin.  Such  faults  occur  in  diets  of  both  men  and  women 
but  to  a greater  extent  in  diets  of  women.  The  faults  could  be  corrected  by 
greater  use  of  milk  and  cheese  to  increase  calcium  and  riboflavin,  citrus 
fruit  and  leafy  greens  to  increase  ascorbic  acid,  and  bread  and  cereals  to 
increase  thiamine  and  riboflavin.  More  meat  would  also  help  raise  the  13- 
vitamins  . 

Education  in  food  selection  needs  to  start  early.  As  Dr.  Edward  J. 
Stieglitz,  a Geriatrics  Specialist,  has  said,  "We  are  to-day  what  we  are 
largely  because  of  our  yesterdays.  The  older  we  become  the  more  yesterdays 
have  affected  us."  Although  diets  are  relatively  better  among  the  young  than 
the  elderly,  diets  of  many  young  people  could  be  improved.  In  relation  to 
allowances  diets  seem  to  worsen  with  age,  in  fact  from  childhood  on  and  at 
a greater  rate  among  females  than  males.  In  later  life  this  probably  relates 
in  part  to  reduction  in  caloric  intake  prompted  by  lower  caloric  requirements 
and  smaller  appetites . Cutting  calories  with  advancing  age  is  in  general  a 
desirable  practice]  however,  in  reducing  calories  the  nutrient  quality  of 
diets  is  often  lowered.  It  has  been  shown  that  older  people  whose  diets 
provide  allowances  in  full,  often  eat  more  calories  than  needed.  More 
judicious  food  selection  is  necessary  to  reduce  the  incidence  of  overweight 
and  thus  help  to  delay  signs  of  aging  that  may  be  associated  with  overweight 
as  well  as  other  factors . 

Achievement  of  good  diets  is  more  than  a question  of  know-how.  Older 
folks  like  others  must  have  sufficient  income  to  buy  a good  diet.  Many  do 
not . In  addition  they  must  be  convinced  that  food  makes  a difference  in 
health  in  the  later  years  and  that  the  money  they  spend  on  an  adequate  diet 
is  money  well  spent.  Finally,  the  will  to  be  healthy  is  an  important  force. 
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REPORT  FROM  THE  PRESIDENT'S  COUNCIL  ON  AGING 

Talk  by  Warren  T.  Roudebush 
President's  Council  on  Aging 
at  the  4lst  Annual  Agricultural  Outlook  Conference 
Washington,  D.  C.,  3:30  p.m.,  Wednesday,  November  20,  1963 


It  has  been  estimated  that  half  the  people  who  lived  to  the  age  of  6 5 
are  still  living  today.  I cannot  vouch  for  its  scientific  accuracy,  but  I 
am  told  by  experts  in  demography  that  it  is  a plausible  estimate.  It  seems 
to  me  to  dramatize  the  fact  that  in  this  last  half  century  of  the  second 
millennium  since  the  time  of  Christ,  we  have  come  to  a totally  new  situation- - 
in  terms  of  the  number  of  older  people  in  our  population,  the  character  and 
condition  of  their  place  in  our  economy  and  ouf  society,  and  their  potential 
opportunities  for  self-fulfillment. 

The  demographers  have  dramatic  figures  to  show  the  numbers  of  older 
Americans  in  our  population.  There  are  living  today  more  than  10,000  cen- 
tenarians. There  are  more  than  6 million  people  over^age  75*  There  are 
l8  million  people  over  age  65.  There  are  25  million  people  age  60  and  over. 
There  is  a net  increase  in  the  number  of  persons  age  65  and  over  of  one 
thousand  persons  daily. 

From  1900  until  today,  the  total  population  of  the  United  States  has 
increased  two  and  one-half  times,  but  the  increase  in  the  number  of  persons 
age  65  and  over  during  the  same  period  has  been  almost  six  times. 

We  know  a great  deal  about  the  older  American.  Earlier  this  year  the 
organization  that  I represent  submitted  its  first  annual  report  to  President 
Kennedy  and  published  it  under  the  title.  The  Older  American.  This  report, 
which  I hope  all  of  you  have  an  opportunity  to  see,  is  primarily  a portrayal 
of  the  situation  of  older  people  in  this  Nation. 

Older  people  have  less  income.  The  average  income  received  by  aged 
couples  is  half  that  of  younger  2-person  families.  Almost  half  of  those 
over  65  living  alone  received  $1,000  or  less  a year.  Half  the  spending 
units  headed  by  persons  over  65  have  liquid  assets  of  less  than  $1,000. 
Two-fifths  have  a total  net  worth,  including  their  home,  of  less  than  $5,000. 

Incomes  vary  in  this  age  group  as  in  any  age  group.  Two  hundred  thou- 
sand (slightly  more  than  one  percent)  of  people  over  65  have  annual  incomes 
in  excess  of  $20,000.  But  one  out  of  every  eight  persons  over  65  is  on 
public  assistance,  averaging  about  $60  per  month  per  person. 

Older  people  have  poor  housing.  Thirty  percent  of  the  households  headed 
by  persons  65  and  over  were  found  in  the  i960  census  to  be  substandard.  They 
were  dilapidated,  deteriorated,  or  lacked  some  or  all  plumbing  facilities. 

A recent  study  of  quality  in  housing  of  persons  receiving  social  security 
showed  that  ^5  percent  of  all  aged  living  in  households  were  classified  as 
being  in  need  of  better  accommodations . Eighty  percent  were  living  in 
houses  at  least  30  years  old  and  40  percent  living  in  houses  at  least  50 
years  old.  The  aged  in  poorest  health,  by  and  large,  occupied  the  poorest 
housing. 
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Older  Americans  are  sick  more  often  and  for  longer  periods  than  the 
rest  of  the  population.  Four  of  every  five  persons  aged  65  and  over  have 
some  kind  of  chronic  ailment,  fortunately,  most  of  them  not  substantially 
handicapping.  One  out  of  eight  is  hospitalized  annually.  Persons  65  and 
over  require  three  times  as  many  days  of  hospital  care  as  persons  under  65. 
They  have  nearly  twice  as  many  home  accidents  as  the  average  adult  and  three 
times  as  many  fatal  accidents. 

These  are  just  a few  of  the  highlights  of  the  situation  of  the  older 
American.  It  is  this  kind  of  data  that  the  Council  had  in  mind  when  it 
reported  to  the  President  that  the  problems  of  the  older  American  have  come 
dangerously  close  to  making  him  a second  class  citizen.  The  report  goes  on 
to  say,  however,  that  recognition  of  the  problems  and  public  concern  with 
them  have  already  brought  significant  action  and  promise  much  more  to  come. 

I refer  to  concern  and  action  at  all  levels  of  government,  by  both  private 
and  public  organizations,  by  employers,  by  unions,  and  by  many  individuals. 

In  the  remainder  of  this  paper,  however,  I shall  discuss  only  the  Federal 
action  programs. 

Several  times  a year  I return  to  the  town  in  Ohio  where  I grew  up  and 
renew  relationships  with  my  friends  there.  When  I mention  the  fact  that  I 
am  in  the  field  of  aging  one  topic  invariably  comes  up:  the  issue  of 
hospital  insurance  under  social  security.  This  does  not  surprise  me.  It  is 
the  priority  issue  in  the  field  of  aging.  President  Kennedy  has  said  that 
this  is  our  number  one  objective  for  our  senior  citizens.  The  members  of 
the  President's  Council  on  Aging  have  gone  on  record  repeatedly  urging  enact- 
ment of  the  King -Anderson  bills.  What  does  bother  me  is  that  there  seems  to 
be  so  little  awareness  of  other  Federal  action  going  on  in  behalf  of  older 
Americans . 

A part  of  the  reason  for  this,  I am  sure,  is  our  ideal  of  individual 
independence  and  self-direction,  our  strong  feelings  on  family  responsibility, 
our  strong  feeling  about  local  community  responsibility,  and  our  feelings 
about  the  division  of  Federal  and  State  responsibilities.  And  it  is  true 
that  most  Federal  action  programs  are  carried  out  through  local  or  State 
authorities  on  a cooperative  and  supporting  basis.  The  most  notable  excep- 
tion to  this  pattern  is  the  direct-action  program  represented  by  the  Social 
Security  System,  and  other  direct  payment  income  maintenance  programs. 

As  close  as  I am  to  the  Federal  programs  in  aging,  I continue  to  be 
surprised  at  the  extent  and  size  of  them.  In  preparing  this  paper  I made  a 
count  of  programs  in  the  income  maintenance,  health  and  medical  care, 
housing,  employment,  and  certain  other  areas.  There  are  at  least  kk  programs 
of  special  significance  for  older  people.  The  total  amount  of  money  spent 
annually  by  the  Federal  Government  for  persons  65  and  over  is  over  $17 
billion.  In  addition  to  this,  there  are  special  tax  benefits  at  age  65 
that  netted  a savings  of  more  than  three -fourths  billion  dollars  in  fiscal 
year  1963. 

The  first  major  Federal  action  program  for  the  aging  is  only  28  years 
old.  I refer  to  the  Social  Security  Act  passed  in  the  thirties.  The  first 
old-age  assistance  grants  were  made  in  1936,  axic^  social  security  benefits 
began  in  19^-0.  Most  of  the  other  programs  were  initiated  in  the  1950's.  A 
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landmark  in  the  history  of  aging  in  the  United  States  was  the  White  House 
Conference  on  Aging  held  in  January  of  1961.  The  Conference  was  held  pur- 
suant to  a law  passed  in  a Democratic  Congress  and  signed  hy  a Republican 
President.  Principal  credit  for  the  White  House  Conference  Act  belongs  to 
Congressman  John  Fogarty  of  Rhode  Island,  who  has  consistently  been  the 
strongest  supporter  in  the  House  of  Representatives  for  programs  for  the 
aging.  The  Conference  was  attended  by  3^000  delegates  designated  by  the 
Governors.  At  the  end  of  the  Conference,  approximately  700  recommendations 
and  statements  of  objectives  had  been  agreed  to.  More  than  100  of  these 
related  to  Federal  action.  We  are  proud  to  be  able  to  state  that  80  percent 
of  these  have  been  adopted  in  whole  or  in  substantial  part,  either  in  the 
form  of  legislative  action  or  by  executive  action. 

The  next  significant  development  at  the  Federal  level,  in  my  judgment, 
was  the  establishment  of  the  President's  Council  on  Aging  by  Executive  Order 
of  President  Kennedy  in  May  1962.  The  Secretary  of  Health,  Education,  and 
Welfare  is  the  Chairman  of  this  Council.  Its  membership  also  includes  the 
Secretaries  of  Agriculture,  Commerce,  Labor,  and  Treasury,  the  Administrator 
of  the  Housing  and  Home  Finance  Agency,  the  Administrator  of  Veterans  Affairs, 
and  the  Chairman  of  the  Civil  Service  Commission.  There  had  been  earlier 
interagency  committees  and  formal  and  informal  coordination  between  depart- 
ments and  agencies,  but  the  establishment  of  the  President's  Council  on 
Aging  brought  new  purpose  and  increased  efforts.  The  President's  charge  to 
the  Council  was  to  maintain  a review  of  Federal  programs  in  aging  and  make 
recommendations  to  him,  to  assist  in  coordinating  programs  in  aging,  and  to 
carry  on  information  functions . 

The  8 member  organizations  of  the  Council,  along  with  the  Railroad 
Retirement  Board,  the  Small  Business  Administration,  and  the  Department  of 
Defense  administer  programs  in  the  following  areas:  (l)  income,  (2)  health, 
medical  care  and.  rehabilitation,  (3)  housing,  (k)  employment,  (5)  education 
and  training,  (6)  social  services. 

Let  us  consider  for  a moment  the  Federal  programs  in  the  income  area 
alone,  taking  account  of  direct  money  benefits,  indirect  money  benefits, 
nonmoney  benefits,  and  research.  The  Department  of  Agriculture ' s Food 
Stamp  program  has  special  significance  for  elderly  low  income  persons  in 
their  own  homes.  The  Surplus  Food  program  makes  distribution  to  nursing 
homes  and  homes  for  the  aged.  These  activities  of  the  Agricultural  Marketing 
Service  represent  an  important  supplemental  effort  to  meet  the  needs  of  the 
low  income  elderly.  The  Civil  Service  Commission  makes  payment  to  retirees, 
to  survivors  of  employees,  and  to  beneficiaries  of  the  life  insurance  pro- 
gram. In  the  Department  of  Commerce,  the  Bureau  of  the  Census  carries  on 
continuing  surveys  and  statistical  studies  of  income  of  the  elderly.  The 
Department  of  Defense  administers  benefit  programs  for  the  retired  military 
personnel,  including  the  disabled  retirees . The  Department  of  Health, 
Education,  and  Welfare  conducts  the  program  of  Old-Age,  Survivors,  and 
Disability  Insurance.  Through  cooperation  with  the  States,  it  administers 
the  public  assistance  programs,  including  both  direct  money  payments  for 
subsistence  and  vendor  payments  for  medical  care.  In  addition  to  the  direct 
and  indirect  money  benefits  from  these  programs,  there  is  an  extensive 


program  of  economic  research  carried  on  with  special  attention  to  the  situ- 
ation of  older  people.  Certain  programs  of  the  Department  of  Labor  have 
special  significance  to  the  older  worker.  These  include  unemployment  com- 
pensation benefits , training  allowances  under  the  Manpower  Development  and 
Training  Act,  and  research  carried  on  by  the  Bureau  of  Labor  Statistics.  The 
Railroad  Retirement  Board  administers  the  retirement  program,  disability 
retirement  program,  survivors 1 annuities  program,  and  the  programs  of  unem- 
ployment and  sickness  insurance.  The  Department  of  Treasury  is  the  Federal 
action  agency  concerned  with  the  special  tax  waivers  for  persons  65  and  over 
that  result  in  a savings  of  $775  million  annually.  The  variety  of  direct 
payment  programs  administered  by  the  Veterans  Administration  includes  survivor 
and  disability  benefits  to  veterans  and  certain  dependents,  and  the  life 
insurance  program  that  provides  a measure  of  security  to  millions  of  veterans . 
You  will  notice,  then,  that  there  are  nine  Departments  and  agencies  adminis- 
tering programs  of  special  significance  to  older  people  in  the  income  mainte- 
nance area  alone. 

Now  let  us  consider  a second  area  to  exemplify  the  extent  of  Federal 
action.  In  the  area  of  health,  medical  care,  and  rehabilitation,  the 
Department  of  Agriculture  is  active  with  nutritional  research.  The  Civil 
Service  Commission  is  responsible  for  the  administration  of  the  Federal 
Employee  Health  Benefits  Act . The  Department  of  Defense  operates  hospitals 
and  medical  care  facilities  for  retired  military  personnel  and  dependents. 
Various  arms  of  the  Department  of  Health,  Education,  and  Welfare  are  involved, 
so  many  in  fact  that  the  Office  of  Aging  of  the  Welfare  Administration  has, 
among  other  activities,  the  functions  of  coordinating  the  different  programs 
within  the  Department . The  Public  Health  Service  is  concerned  with  research 
and  construction  of  health  facilities,  nursing  homes  and  hospitals,  grants, 
training,  direct  services,  technical  assistance,  and  consultation.  The 
Welfare  Administration,  through  the  Bureau  of  Family  Services,  administers 
the  Medical  Assistance  for  the  Aging  program  (Kerr-Mills)  and,  through 
Federal  grants -in-aid  to  States,  provid.es  vendor  payments  for  medical  care 
for  recipients  of  public  assistance.  The  Federal  expenditures  for  these 
two  programs  are  a substantial  proportion  of  the  nearly  $3  billion  of 
Federal  public  assistance  payments  to  the  States.  The  Food  and  Drug  Admin- 
istration renders  special  service  to  old.er  persons  in  its  regulatory  and 
enforcement  activities  relating  to  drugs  and  fraudulent  devices . The 
Vocational  Rehabilitation  Administration  has  put  special  emphasis  on  rehabili- 
tation of  older  workers.  The  Housing  and  Home  Finance  Agency  renders  Federal 
assistance  in  the  form  of  mortgage  insurance  for  proprietary  nursing  homes. 

The  Small  Business  Administration  makes  loans  to  privately  owned  health 
facilities,  such  as  hospitals,  convalescent  and  nursing  homes,  and  medical 
and  dental  laboratories.  The  Veterans  Administration  provides  extensive 
direct  services  through  the  170  hospitals  and  domiciliaries . It  has  special 
programs  for  medical  and  vocational  rehabilitation  for  service-connected 
disability  veterans,  and  carries  on  an  intensive  program  in  medical  research,  j 

I shall  not  continue  to  catalog  the  kinds  of  programs  and  activities  in 
the  other  areas  mentioned  earlier.  The  preceding  lists  illustrate  suffici- 
ently a basic  point  that  I wish  to  register  today:  There  is  no  single 
department  with  exclusive  responsibility  or  even  a majority  responsibility 
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for  the  conduct  of  Federal  programs  in  aging.  On  the  contrary , there  are 
numerous  Federal  agencies , many  of  which  have  manifold  programs  and  respon- 
sibilities in  this  field  of  action. 

It  logically  follows  from  this  situation  that  there  is  a need  for  close 
interagency  communication  and  liaison  leading  to  most  effective  coordination. 
This  is  the  reason  for  being  of  the  President's  Council  on  Aging.  It  is 
important  to  note,  however,  that  the  Council  is  not  a separate  agency.  It 
should  be  regarded  more  as  a system  or  mechanism  than  an  organizational  unit . 
There  is  a separate  staff  for  the  Council  that  reports  to  the  Chairman, 
Secretary  Celebrezze,  but  the  staff  is  very  small  and  serves  primarily  as  a 
secretariat . Our  work  at  the  Council  is  done  through  committee  structure 
with  the  different  agencies  having  representatives  on  the  committees  dealing 
with  subjects  of  significance  in  their  program  areas. 

At  the  present  time,  there  are  four  principal  committees:  A Committee 
on  Nursing  homes,  chaired  by  the  Surgeon  General  of  the  Public  Health  Service; 
a Committee  on  Employment  of  Older  Workers,  chaired  by  the  Secretary  of  Labor; 
a Committee  on  Housing,  chaired  by  the  Administrator  of  the  Housing  and  Home 
Finance  Agency;  and  a Committee  on  Welfare  Services,  chaired  by  the  Com- 
missioner of  Welfare.  These  Committees  report  progress  and  recommendations 
to  the  regular  monthly  meetings  of  the  Executive  Committee  of  the  Council. 

The  cabinet  members  of  the  Council  have  each  designated  a representative  to 
serve  on  the  Executive  Committee.  The  Chairman,  Secretary  Celebrezze,  named 
as  Deputy  Chairmancand  Chairman  of  the  Executive  Committee  the  Commissioner 
of  Welfare.  It  is  in  the  Executive  Committee  that  work  schedules  are  planned, 
projects  and  activities  are  approved,  and  final  formulation  of  recommendations 
for  Council  consideration  takes  place. 

Let  me  interrupt  at  this  point  to  refer  again  to  what  can  be  considered 
the  principal  landmarks  in  the  development  of  Federal  action  for  older 
people.  First,  was  the  enactment  of  the  Social  Security  Act  in  August  1935- 
Following  that,  while  there  were  many  new  individual  programs  and  activities 
initiated  in  the  period  from  1950  until  i960,  the  next  landmark  is  the 
White  House  Conference  on  Aging  in  January  1961.  Then,  I suggest,  the  next 
landmark  is  the  establishment  of  the  President's  Council  on  Aging  in  May 
1962. 

The  fourth  landmark  was  the  message  to  Congress  Relative  to  the  Elderly 
Citizens  of  Our  Nation  transmitted  by  President  Kennedy  on  February  21  of 
this  year.  This  was  the  first  time  that  a complete  program  for  aging  had 
been  submitted  to  Congress.  The  President's  special  message  contained  36 
points  of  action.  The  principal  one  was  the  request  for  hospital  insurance 
under  Social  Security,  but  the  other  points  of  the  message  extended  into 
all  six  of  the  areas  that  I previously  described. 

There  were  three  direct  action  assignments,  to  the  Council  on  Aging, 
fne  of  the  assignments  was  to  undertake  a searching  reappraisal  of  problems 
rof  employment  opportunities  for  the  aged  and  to  report  by  October  31  on 
what  action  is  desirable  and  necessary.  The  second  was  to  study  the  problems 
of  home  financing  for  older  citizens  with  special  reference  to  the  frequent 
need  for  modernization  or  rehabilitation  of  their  homes . The  third  was  a 
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2 -pronged,  approach  to  the  construction  of,  and  provision  of  services  in, 
group  residents  suitable  for  older  people  who  need  a central  food  service, 
some  help  in  housekeeping  and  other  helping  services  occasionally  to  continue  1 
living  independently.  The  Housing  and  Home  Finance  Administrator  and  the 
Secretary  of  Health,  Education,  and  Welfare,  were  requested  to  develop  a 
plan  jointly.  The  Council  completed  these  tasks  on  schedule  and  Chairman 
Celeb rezze  delivered  a 155 -page  report  to  President  Kennedy  on  the  morning 
of  October  31- 

This  report  is  now  under  consideration  by  the  White  House  and  is  not  yet 
available  for  publication.  Accordingly,  I cannot  discuss  at  this  time  the 
specific  recommendations  that  it  contained.  I do  feel  free,  however,  to 
tell  you  about  some  of  the  problems  that  were  identified  and  some  of  the 
ideas  that  were  discussed. 

The  subject  of  the  older  worker  has  always  been  considered  important  in 
the  field  of  aging.  The  subject  of  the  older  worker  illustrates  the  reason 
why  we  in  aging  sometimes  seem  to  be  evasive  when  asked  to  identify  who  are 
the  aging.  In  the  income  maintenance  field,  usually  we  are  talking  about 
persons  65  and  over.  The  Federal  Housing  programs  for  the  elderly  have  an 
eligibility  age  of  62 . When  the  Department  of  Labor  and  the  rest  of  us  talk 
about  older  workers,  we  are  talking  about  persons  45  and  over-  The  Council's 
report  on  older  workers  is  in  the  context  of  persons  45  and  over  with  no 
ceiling  age  limit . 

The  problem  of  the  older  worker  can  be  very  simply  stated.  Once  unem- 
ployed it  is  harder  for  him  to  get  a job.  His  rate  of  unemployment  is  not 
unfavorable  compared  with  the  age  group  25-45,  but  once,  unemployed,  the 
extent  of  his  unemployment  is  likely  to  be  twice  that  of  the  younger  group. 

A large  part  of  this  difficulty  is  likely  to  be  the  prejudices  against  him 
as  an  older  person.  The  fact  that  on  the  average  he  has  a lower  educational 
attainment,  the  fact  that  his  training  is  not  so  current  and  his  need  for 
retraining  greater,  and  even  the  fact  of  less  mobility  enter  the  situation. 

The  Council's  Committee  on  Employment  dealt  first  with  the  need  to 
expand  employment  opportunities . Discussions  centered  on  strengthening  the 
special  services  to  older  workers  provided  in  the  United  States  Employment 
Service.  Studies  have  indicated  that  a quarter  of  the  older  worker  appli- 
cants are  in  need  of  intensive  counseling  service  in  order  to  make  sound 
choices  of  new  occupations,  to  overcome  lack  of  self-confidence,  reluctance 
to  enter  training,  and  other  obstacles,  to  prepare  him  for  and  find  him  new 
employment.  At  present  the  USES  is  able  to  give  such  services  to  only 
seven  percent  of  the  two  million  job  applicants  age  45  and  over. 

The  Committee  assessed  the  need  for  increasing  the  number  of  older 
worker  specialists  in  the  Employment  Service.  These  specialists  do  not 
counsel  individual  applicants',  ' but  seek  to  create  more  opportunities  in  the 
labor  market  for  them.  They  carry  on  public  information  programs  and 
Employer  Institutes  to  stimulate  consideration  of  older  workers . They 
participate  in  the  establishment  of  self-help  organizations  of  unemployed 
older  workers  to  help  find  appropriate  jobs  for  themselves  and  others.  They 
endeavor  to  enlist  community  groups  and  volunteers  to  carry  on  promotional 
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activities  in  behalf  of  older  workers.  They  participate  in  preretirement 
programs  in  cooperation  with  management  and  labor. 

The  Committee  also  took  under  consideration  the  growth  of  part-time 
employment  in  the  labor  market.  While  full-time  employment  rose  by  about 
20  percent  between  19^+9  and  1962,  part-time  employment  rose  by  about  62 
percent  and  is  continuing  to  rise  at  a significant  rate.  About  11  million 
persons  are  now  employed  on  a part-time  basis,  two -thirds  of  them  because 
they  prefer  to  work  on  this  basis.  The  Committee  has  discussed  the  estab- 
lishment of  a part-time  employment  service  as  a regular  program  because  of 
the  special  benefits  that  it  would  provide  for  older  workers . 

The  need  for  relocation  allowances  in  declining  areas  when  plants  shut 
down  or  industries  move  away  was  given  consideration.  Such  relocation 
allowances  have  already  been  provided  in  the  Trade  Expansion  Act  of  19 62.. 
There  has  been  legislation  before  Congress  to  provide  additional  demon- 
stration projects  to  test  procedures  and  results  of  a relocation  program. 

The  Committee  underscored  the  need  for  expansion  of  training  and  educational 
opportunities  for  older  workers.  This  can  be  done  within  existing  programs, 
such  as  the  Manpower  Development  and  Training  Act  and  the  Area  Redevelopment 
Act.  There  is  need  for  better  planning  to  avoid  and  ease  the  impact  of  lay- 
offs on  the  older  worker.  Much  can  be  done  if  there  is  sufficient  notice  to 
find  job  opportunities  for  older  workers  in  advance  of  major  plant  changes, 
including  reassignment  and  retraining. 

The  Committee  noted  that  17  States  now  have  laws  prohibiting  age  dis- 
crimination in  employment . Rot  all  these  States  have  active  programs  to 
implement  these  laws,  but  the  11  of  them  that  do  have  such  programs  report 
significant  results.  There  has  been  a decrease  in  discriminatory  age  speci- 
fications in  job  advertisements  and  job  orders.  Older  workers  are  getting 
more  interviews.  There  is  general  opinion  that  there  has  been  a decrease 
in  discrimination  in  actual  hiring.  On  the  other  hand,  in  a survey  conducted 
in  May  this  year  in  eight  cities  in  eight  States  which  did  not  have  laws 
prohibiting  discrimination  it  was  found  that  45  percent  of  the  job  orders 
placed  with  the  USES  specified  an  upper  age  limit.  States  which  have  not 
yet  done  so,  are  encouraged  to  enact  legislation  prohibiting  discrimination 
because  of  age.  And  States  which  have  such  legislation  should  provide 
adequate  funds  and  staff  for  implementation  of  enforcement  and  educational 
campaigns . 

The  Council  has  made  recommendations  to  the  President  regarding  dis- 
crimination by  Government  contractors.  In  the  Federal  competitive  service, 
itself,  maximum  age  restrictions  are  prohibited  by  law.  But  at  the  present 
time,  there  is  no  restriction  regarding  the  millions  of  jobs  that  are  filled 
by  Government  contractors . 

Other  Topics  which  were  discussed  in  the  appraisal  of  problems  of  older 
workers  and  in  the  development  of  the  report  included  the  possible  subsidi- 
zation of  public  service  employment,  policies  on  severance  pay,  adoption  of 
gradual  retirement  programs,  measures  to  stimulate  programs  of  preparation 
for  retirement,  expansion  of  opportunities  for  volunteer  service,  and 


greater  utilization  of  State  and  area  manpower  advisory  committees  to  focus 
on  problems  of  older  workers . 

The  other  sections  of  our  report  to  the  President  dealt  with  housing, 
nursing  homes,  and  welfare  services.  I shall  take  time  here  to  suggest 
just  a few  of  the  topics  treated  in  these  sections. 

The  Housing  Committee  focused  particularly  on  the  problem  of  the 
elderly  homeowner  who  has  a substantial  equity  in  his  home  but  relatively 
low  income.  The  Committee  has  reviewed  a proposal  which  would  permit  him 
to  sign  a lien  for  part  of  the  value  of  his  home  in  order  to  have  the 
frozen  equity  converted  into  a lifetime  annuity  payment.  The  proposal  con- 
templates the  provision  of  Federal  insurance  to  stimulate  insurance  and 
annuity  organizations  to  develop  this  program. 

The  Nursing  Home  Committee  has  undertaken  a joint  effort  with  the 
Council  of  State  Governments  looking  toward  the  development  of  model 
licensure  codes  for  nursing  homes . 

The  Committee  on  Welfare  Services  has  undertaken  a project  to  take 
advantage  of  the  data  available  in  the  Consumer  Price  Survey  to  develop 
yardsticks  that  would  show  levels  of  living  according  to  levels  of  income. 
Based  on  actual  expenditure  patterns  these  yardsticks  would  show  whether 
families  at  a given  income  level  have  actually  spent  for  food  what  the 
United  States  Department  of  Agriculture  low  cost  plan  says  is  needed, for 
example,  or  whether  their  necessary  expenditures  for  other  basic  requirements 
have  prevented  this.  The  description  of  different  levels  of  living  at 
different  levels  of  income  will  facilitate  budget  planning  and  the  deter- 
mination of  levels  at  which  all  basic  requirements  can  be  met . These  yard- 
sticks, or  guidelines,  will  not  substitute  for  the  standard  budgets.  Most 
of  you  are  familiar  with  the  city  workers'  family  budget  and  the  elderly 
couples'  budget  developed  some  years  back  by  the  Bureau  of  Labor  Statistics. 
These  budgets  are  going  to  be  revised  and  additional  ones  developed,  but 
it  will  be  several  years  before  the  necessary  work  can  be  carried  through 
to  completion. 

The  first  national  celebration  of  May  as  a special  month  honoring 
older  Americans  occurred  in  1963,  following  a proclamation  by  President 
Kennedy.  The  Council  recommends  that  May  1964  be  set  aside  to  highlight" 
the  significant  place  in  America  held  by  older  people,  and  to  stimulate 
public  interest  and  concern  in  them. 

I have  touched  on  only  parts  of  the  current  work  of  the  Council.  The 
work  of  the  Federal  agencies  in  strengthening  existing  programs  and  seeking 
solutions  for  unsolved  problems  will  continue.  This  work  will  be  guided  by 
the  four  themes  that  we  expressed  in  our  first  report  to  the  President. 

The  first  theme,  and  the  starting  point  of  the  report,  was  the  individuality 
of  each  older  American — each  with  his  individual  hopes,  aspirations,  and 
capacities.  Of  the  l8  million  persons  65  and  over,  there  are  no  two  alike. 
There  is  no  single  set  of  goals  for  all.  There  is  no  panacea  for  the 
troubles  they  may  have. 


The  second  theme  is  the  importance  of  enabling  older  Americans  to 
live  in  maximum  independence.  The  basic  drive  of  every  human  being  to  be 
independent  in  no  way  lessens  and  decreases  with  advanced  age.  Whether 
older  people  enjoy  the  degree  of  independence  they  desire  depends  partly 
on  the  role  they  play  in  the  community,  partly  on  the  condition  of  their 
health,  and  partly  on  the  adequacy  of  their  income,  housing,  medical  care, 
and  other  essentials. 

The  third  theme  is  the  importance,  both  to  older  Americans  and  to 
society,  of  their  social  and  community  participation  rather  than  rejection 
and  isolation  because  of  age.  This  involves  opportunities  for  citizenship 
activities,  for  creative  activity  and  recreation,  for  participation  in 
volunteer  service  programs,  and  for  educational  opportunities.  Just  on  the 
last  point  alone,  the  average  person  at  retirement  has  years  ahead  equi- 
valent to  the  time  necessary  to  go  through  elementary  and  secondary  schools 
and  a 4-year  college  period. 

The  fourth  theme  concerns  the  need  for  special  assistance  for  older 
Americans  who  have  become  dependent,  or  who  are  otherwise  at  a disadvan- 
tage. Much  as  we  consciously  accent  positive  aspects  of  programs  for  the 
aging,  we  must  realistically  recognize  that  a portion  of  the  older  popula- 
tion will  have  suffered  economic  hardship  or  physical  disability  to  a point 
that  robs  them  of  independence,  that  restricts  their  participation  in 
their  community,  and  that  places  a responsibility  on  society  to  give  them 
the  services  and  the  help  to  which  they  are  entitled. 

I conclude  with  President's  Kennedy's  words: 

Our  national  record  in  providing  for  our  aged  is  a 
proud  and  hopeful  one . But  it  can  and  must  improve . 

We  can  continue  to  move  forward  by  building  needed 
Federal  programs,  by  developing  means  for  comprehen- 
sive action  in  our  communities,-  and  by  doing  all  we 
can,  as  a nation  and  as  individuals,  to  enable  our 
senior  citizens  to  achieve  both  a better  standard 
of  life  and  a more  active,  useful  and  meaningful  role 
in  a society  that  owes  them  much  and  can  still  learn 
from  them. 
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The  Federal  Council  on  Aging  was  established  by  President  Eisenhower 
in  1956.  Much  of  its  activity  centered  around  plans  for  the  White  House 
Conference  on  Aging  of  January  9-12,  1961.  This  ambitious  undertaking 
provided  the  most  important  milestone  thus  far  in  the  nation*  s developing 
field  of  gerontology. 

In  preparation  for  this  conference  thousands  of  meetings  were  held 
throughout  the  nation.  Delegates  sent  by  Governors  and  by  organizations 
numbered  two  thousand  five  hundred,  and  included  leading  authorities  on 
the  subject.  Thick  volumes  from  the  various  states  reported  their 
activities  and  interests  in  aging.  In  many  divisions  of  the  field,  such 
as  in  medicine  and  employment  and  housing,  experts  put  together  background 
papers  that  still  provide  valuable  sources  of  basic  information. 

Soon  after  the  White  House  Conference,  President  Kennedy  established 
the  President’s  Council  on  Aging.  This  provides  a meeting  ground  for  such 
departments  and  agencies  as  Health,  Education  and  Welfare,  Housing  and 
Home  Finance,  Agriculture  and  Labor  to  prevent  overlapping  and  to  channel 
information  about  their  various  programs  where  it  can  be  useful.  It 
also  keeps  the  President  informed  of  administrative  and  legislation  needs 
in  aging. 

Much  has  been  done  in  this  field  by  the  Department  of  Agriculture. 

In  almost  every  state  Extension  workers  in  Home  Economics  have  been  active 
over  the  years.  Homemakers  Clubs  have  been  greatly  interested  in  the 
study  of  aging.  Many  excellent  publications  have  been  issued  by  Extension 
agents.  The  Farmers  Home  Administration  has  made  many  loans  and  grants 
in  the  field  of  rural  housing,  with  special  consideration  for  those  over 
62.  The  Department  has  provided  surplus  foods  for  Senior  Citizen  centers. 

As  a member  of  the  President's  Council  on  Aging  the  Department  has  been 
constantly  in  touch  with  the  many  developing  federal  programs,  but  until 
recently  no  one  in  the  Department  was  charged  with  this  as  his  chief 
responsibility. 

Today  the  Department  is  prepared  to  give  new  and  additional  leader- 
ship. We  can  arrange  for  specialists  to  go  into  states  and  counties  to 
help  local  staffs  develop  activity  in  the  field  of  aging;  we  can  encourage 
consideration  of  the  subject  by  Extension  leaders;  we  can  pick  up  successful 
ideas  in  rural  aging  and  circulate  these  ideas  to  other  communities;  we 
can  coordinate  national  programs  of  aging  as  they  relate  to  rural  areas; 
we  can  stimulate  those  who  are  developing  national  programs  in  aging  to 
keep  rural  areas  in  mind;  we  can  provide  leadership  and  encouragement 
through  printed  materials. 
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It  is  in  "behalf  of  this  kind  of  program  that  I am  coming  before  you 
today.  Let  me  tell  you  what  we  hope  will  come  about  in  rural  areas  as 
far  as  aging  programs  are  concerned.  We  hope  each  county — although  county 
lines  might  not  always  be  followed- -will  have  a group  of  leaders  giving 
systematic  attention  to  problems  of  aging.  This  group  might  be  called 
a Council  on  Aging.  We  think  of  some  fourteen  separate  programs,  each 
of  which  might  be  developed  by  a committee,  and  covering  such  subjects 
as  housing,  nursing  homes,  providing 
part-time  employment,  and  setting 
up  a friendly  visiting  program. 

Some  people  say  families 
ought  to  take  care  of  their  own 
elderly.  This  is  true.  But  this 
doesn’t  mean  we  should  refuse  to 
take  care  of  our  neighbor’s  elderly 
in  case  our  help  is  needed. 

It  doesn’t  mean  that  the 
community' s families  should  refuse  to 
cooperate  in  problems  of  aging.  We’re 
suggesting  they  should  cooperate.  If 
a community  doesn’t  have  a decent 
nursing  home --and  there  are  many 
such  communities — we  think  it  makes 
sense  for  community  leaders  to  get 
together  and  plan  such  a facility. 

People  who  don’t  think  we  should 
have  community  activity  of  this  kind  are  trying  to  shape  our  institutions 
by  the  facts  of  life  as  they  were  known  in  a previous  age.  There  have  been 
times  in  the  history  of  man  when  generation  after  generation  lived  in 
the  same  area — almost  like  a forest  growing  out  of  decayed  and  fallen 
trees  from  whose  very  acorns  the  living  trees  once  sprouted.  But  today 
children  are  likely  to  leave  their  home  communities,  and  retired 
parents  are  often  condemned  to  lives  of  loneliness. 

Of  the  fourteen  kinds  of  activities  a community  might  -undertake 
in  problems  of  aging,  one  of  the  most  helpful  is  housing.  At  first 
thought  one  might  assume  that  a person  either  has  his  own  home  or  goes 
to  a nursing  home.  It’s  not  that  simple.  Unfortunately,  in  many 
nursing  homes  in  rural  communities  we  find  those  who  are  intellectually 
and  socially  alert,  thrust  among  those  in  the  last  stages  of  pitiable 
senility.  We  see  people  kept  at  great  expense  in  hospitals  when  they 
could  better  be  living  in  a foster  home  with  a minimal  amount  of  help. 

We  may  classify  seven  different  kinds  of  living  arrangements  for 
older  people,  beginning  with  the  normal  home  situation  in  which  the 
couple,  or  an  individual  is  entirely  self-sufficient.  Then  there's  the 
group  resident  facility  with  a common  dining  room.  Each  individual  or 
couple  has  a room  or  apartment,  going  and  coming  as  they  wish,  but  eating 
with  the  entire  group.  Then  we  have  foster  home  care,  with  not  more 
than  three  or  four  older  people,  and  usually  only  one,  living  in  a home 
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■with  another  family — eating  with 
them  and  taking  part  in  normal 
family  activities.  Next  there’s 
a home  for  the  aged,  with  house 
rules  and  limits  on  activities. 
This  would  include  people  who 
are,  for  the  most  part,  self- 
sufficient,  hut  are  forgetful 
and  generally  dependent.  Then 
there’s  the  true  nursing  home 
for  bedridden  patients,  and 
of  course,  there’s  the  typical 
hospital  for  acute  cases  of  a 
temporary  nature.  And  last 
is  the  geriatric  hospital  for 
terminal  cases. 


Kinds  of  Living  Situations 
for  Older  People 

Normal,  Self-sufficient  Home 

Group  Residence  (Common  dining  room) 

Foster  Home 

Home  for  Aged  (House  rules  & limits) 
Nursing  Home  (Bed-ridden  patients) 
Hospital  (Acute,  temporary  cases) 
Geriatric  Hospital  (Terminal  cases) 


Now  I submit  that  in  every  community,  rural  as  well  as  metropolitan, 
there's  need  for  each  of  these  facilities.  Certainly  in  each  ten  thousand 
of  population,  which  ten  thousand  would  include  a thousand  people  over 
65,  there’s  need  for  at  least  one  unit  each  of  these  seven  kinds  of 
living  arrangements.  Moreover,  in  every  community  are  resources  to 
provide  such  facilities.  But  how  many  communities  have  even  half  of 
these.  You’ll' ordinarily  find  a general  hospital  and  a nursing  home, 
and  that ’ s all . 

Not  only  do  we  need  one  each  of  the  seven  kinds  of  living  arrange- 
ments, but  we  need  some  option  in  levels  of  living.  A person  with  a 
substantial  income  should  be  able  to  buy  superior  service.  So  a community 
might  well  have  a nursing  home  for  those  who  are  willing  to  pay  four  or 
five  thousand  dollars  a year  as  well  as  for  indigents.  There,  likewise, 
should  be  a group  residence  facility  with  the  kind  of  atmosphere 
enjoyed  by  those  with  professional  and  intellectual  backgrounds  as  well 
as  residence  facilities  for  those  with  more  limited  backgrounds. 

¥e  all  want  to  approach  retirement  with  some  assurance  we  can  live 
in  dignity  and  security.  But  if  there’s  no  existent  satisfactory  facility 
we  can  do  little  about  it.  If,  when  people  can  no  longer  live  satisfactorily 
in  their  own  homes  they  have  no  choice  but  to  go  to  a shabbily  run 
nursing  home,  there’s  little  they  can  do  with  their  savings  to  make 
life  more  pleasant.  They  might,  of  course,  go  elsewhere  in  the  state 
but  moving  to  another  community  often  presents  difficulties  and  has 
little  attraction. 

It  might  seem  fantastic  to  assume  that  an  impoverished  county  could 
afford  all  these  varied  facilities  for  their  elderly.  But  a shrewd 
and  hardworking  committee  on  housing  can  achieve  these  goals.  In  the 
first  place  they  can  .get  federal  help  in  building  many  of  these — all 
the  way  from  an  insured  loan  to  a complete  grant.  Hill-Burton  funds 
may  be  used  for  some  of  them;  Farmers  Home  Administration,  Community 
Facilities  Administration,  Housing  and  Home  Finance  Agency,  Federal 
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Housing  Administration,  the  Public  Housing  Administration  offer  help. 

If  a Council  on  Aging  sets  up  a committee  on  Housing,  it  can  locate 
federal  resources  that  will  make  such  a program  possible. 

Of  course,  the  community  should  provide  its  own  significant  contri- 
bution. The  payments  of  individuals  using  these  facilities  will  normally 
carry  interest  charges  and  eventually  retire  the  debt. 

Part  of  the  job  of  organizing  a successful  program  of  this  kind 
depends  on  alert  sponsorship.  Take  the  possibility  of  developing  foster 
home  care  for  the  elderly.  First  of  all  homes  need  to  be  found  that 
would  like  the  added  income  and  are  equipped  physically  and  socially 
to  accept  additional  members  of  the  household.  Then  those  in  need  of 
this  kind  of  situation  must  be  appropriately  paired  with  corresponding 
households . 

The  key  to  success  in  any  community  program  in  housing  lies  in 
the  quality  of  local  leadership.  That's  what  Extension  can  help  to 
furnish.  You,  as  individual  Extension  workers,  can't  single-handedly 
develop  housing  programs  in  your  individual  counties,  nor  can  you,  as 
state  leaders,  throw  this  responsibility  on  County  Home  Economics 
Agents.  What  you  can  do,  together  with  your  County  Agents,  is  to  locate 
one  or  two  dedicated  individuals  who  will  help  you  round  up  a group  of 
leaders,  so  that  the  county  will  have  an  organization  to  do  this  kind 
of  thing.  Eventually  they  will  take  the  lead,  and  you  can  be  released 
to  other  points  of  usefulness. 

Last,  I want  to  point  out  a job  which  needs  to  be  done,  and  which 
is  basic  to  the  whole  problem  of  aging  in  this  country,  but  which  no  one 
has  undertaken  to  attack  specifically,  and  that's  to  change  the  concept 
of  aging.  All  our  attitudes  toward  aging  and  aged  people  are  the  result 
of  training.  We  pick  up  these  attitudes  from  the  society  in  which  we 
live — just  as  we  pick  up  attitudes  toward  other  races,  or  as  we  learn 
social  attitudes  of  honesty. 

It  may  be  of  no  help  at  this  point  to  try  to  explain  why  the  Chinese 
have  long  held  their  elders  in  such  high  respect.  Or  why  we  Americans, 
on  the  other  hand,  try  so  desperately  to  retain  our  youth.  We  all  know 
it ' s rather  silly  but  we ' ve  been  taught  to  feel  it's  a great  compliment 
to  be  told  we  appear  ten  years  below  our  chronological  age. 

This  worship  of  youthfulness  has  probably  been  developed  to  a 
higher  point  in  America  at  this  time  than  among  any  other  people  or  in 
any  other  period  of  history.  Old  age  is  considered  shameful.  For  this 
old  age  has  but  itself  to  blame.  It  was  the  older  people  themselves 
who  taught  the  younger  generation  to  hold  this  kind  of  attitude. 

My  proposal  is  that  we  do  something  about  it.  If  I were  to  say  we 
could  solve  this  by  appointing  a committee  I might  be  greeted  with  a 
derisive  laugh.  The  development  of  a social  attitude  can't  be  legislated. 
It  can't  be  blueprinted.  It  can't  be  bought.  It's  like  the  air  around 
us.  Forever  there,  forever  powerful,  but  defying  a manipulation. 


5 


On  the  other  hand  a committee  can  do  something  about  it.  I 
enjoy  classic  architecture — great  buildings,  magnificent  columns,  masses 
of  marble,  beautiful  design.  And  the  reason  I do  is  that  I had  a good 
Latin  teacher.  The  Latin  book  had  impressive  pictures  of  Roman  buildings. 
She  drew  our  attention  to  those  buildings,  and  I thought  how  wonderful 
it  would  be  if  I could  see  them.  So  when  I’ve  been  in  Rome  or  Raleigh, 
North  Carolina,  in  Ankor  Wat,  Cambodia  or  Burlington,  Vermont  I enjoy 
walking  around  buildings  I admire.  My  wife  doesn’t  understand  how  I 
can  spend  so  much  time  in  a cathedral.  The  explanation  is  that  I had  a 
Latin  teacher  who  planted  an  attitude. 

If  several  times  during  a child's  experience  in  grade  school  he 
hears  pointed  observations  as  to  the  value  of  older  people's  good 
judgment  and  the  respect  we  should  have  for  their  experience,  if  in  high 
school  the  social  science  teacher  develops  thoughtful  discussion  of 
potential  contributions  provided  by  older  people  as  well  as  the  respect 
they  deserve,  with  some  students  this  might  very  well  sink  home. 

Supplement  this  with  occasional  articles  and  editorials  in  the 
county  newspaper,  plus  discussions  over  local  television.  You  see  I'm 
getting  around  to  the  idea  that  a committee  might  manipulate  these 
molders  of  public  opinion.  This  same  committee  could  go  to  the  local 
ministers  and  suggest  that  sermons  be  preached — trying  to  set  forth 
sensible  attitudes  toward  aging.  The  woman's  club  might  give  over  a 
program  to  this  consideration — or  the  Kiwanis  Club.  And  the  Homemakers 
Clubs,  as  many  of  them  already  have,  could  take  up  the  subject. 

Of  course,  the  odds  are  against  us — what  with  national  television 
and  magazines,  books  and  radro,  in  constant  praise  of  youth  and 
oblique  dispargement  of  age — but  the  success  of  propaganda  isn't  always 
determined  by  the  loudest  voice.  Given  half  a chance  the  socially 
honest  answer  likewise  has  great  persuasiveness. 

I hope  you  agree  with  me  that  a committee  on  Housing  for  the 
Elderly  and  a Committee  for  Changing  the  Concept  of  Aging  have  worthy 
functions  to  perform  in  the  states  and  communities  you  represent.  You 
surely  can  verify  the  need  for  these  out  of  your  own  experience — your 
own  families,  the  older  people  you  know,  and  the  neighborhoods  in  which 
you  live. 

If  you  do  agree  with  me,  I further  hope  you'll  agree  that  there 
should  be  established  in  counties  a Council  on  Aging  to  set  up  these  two 
committees  I've  mentioned  as  well  as  the  other  twelve  kinds  of  committees 
that  fall  within  the  province  of  such  a Council. 

If  you  do  so  agree,  you  as  community  leaders  and  as  leaders  of 
community  leaders  may  be  able  to  find  ways  of  weaving  this  into  your 
activities,  to  the  end  that  we  can  spread  wherever  Extension  goes — and 
that's  all  of  rural  America — a program  of  practical  helpfulness  for 
older  Americans.  Not  that  we  want  merely  to  do  our  missionary  work 
for  the  pitiably  helpless,  but  that  while  we’re  working,  and  while  we 
have  the  strength  to  build,  we  create  for  our  own  future  selves  a kind 


of  environment  that  1/111  he  continuingly  fruitful  and  enjoyable.  For 
you  to  do  what  you  can  today  for  the  security  of  others  is  the  soundest 
kind  of  insurance  you  can  take  out  for  yourselves. 

I’m  only  one  awkward,  new  recruit  in  this  awe-inspiring,  far- 
reaching  Department  of  Agriculture  which  perhaps  has  done  more  to  change 
the  life  of  rural  people  than  any  other  single  institution  in  the  history 
of  man. 

As  only  one  person  I can  make  no  significant  contribution  except 
thru  you  and  other  Extension  workers.  It's  my  hope  that  you'll  accept 
this  challenge  and  that  the  boys  and  girls  with  whom  you  work  today 
will  have  a more  pleasant  and  more  meaningful  old  age  than'1  have  most 
of  their  grand  parents  today. 
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Clothing  consumption,  prices,  and  supplies  are  overall  about  the  same  this 
year  as  last  year:  Per  capita  expenditure  for  clothing  has  changed  little;  con- 
sumer prices  and  wholesale  prices  for  apparel  are  at  about  the  same  level;  and 
supplies  of  clothing  and  raw  materials  are  high.  At  the  same  time,  noteworthy 
changes  are  occurring  in  clothing  as  research  and  development  continue  apace  to- 
ward improving  the  end  use  properties  of  materials . 


Clothing  Consumption 


Aggregate  expenditure  for  clothing  and  shoes  in  the  United  States  continued 
to  climb  in  1962,  but  increases  in  the  population  and  in  prices  meant  that  there 
was  little  change  in  the  real  value  (in  constant  dollars)  of  clothing  purchased 
per  person,  based  on  the  Department  of  Commerce  figures,  l/  In  fact,  from  1955 
to  1962  there  was  a difference  of  only  4 percent  between  the  highest  and  lowest 
average  annual  value  per  person.  A year  ago  when  we  gave  special  attention  to 
long-run  trends  in  clothing  expenditures,  we  found  that  expenditure  per  person 
in  dollars  of  constant  value  fluctuated  within  a narrow  range  (about  12  percent) 
from  19^1  to  1961,  and  that  the  1929  figure  was  also  within  this  range. 

Clothing  and  shoes  took  about  8 percent  of  disposable  personal  income  in  1962, 
as  they  did  in  the  past  6 years.  Last  year  we  noted  that  a number  of  things  oper- 
ated to  reduce  the  proportion  spent  for  clothing  from  13  percent  of  income  in  con- 
stant dollars  in  1929  to  11  percent  in  1940-4.1  and  to  8 percent  in  1956.  Among 
these  were  increased  real  income  per  person,  increased  competition  of  other  goods 
and  services,  changing  composition  of  the  population,  economies  resulting  from  the 
shift  from  cotton  and  wool  to  manmade  fibers,  today’s  casual  mode  of  dressing,  and 
changes  in  the  relation  of  clothing  prices  and  other  prices. 

Another  type  of  information  on  clothing  consumption  is  provided  by  surveys  of 
family  expenditures.  We  are  looking  forward  to  the  detailed  reports  on  the  large 
scale,  nationwide  Consumer  Expenditure  Survey  of  1960-61  made  by  the  Bureau  of 
Labor  Statistics  and  the  Department  of  Agriculture.  In  the  meantime,  we  are 
fortunate  to  have  a preliminary  summary  of  data  from  the  BLS  survey  of  urban  ex- 
penditures in  i960  compared  with  their  1950  survey.  The  trends  in  family  clothing 
expenditures  shown  by  the  surveys  are  similar  to  those  shown  by  the  aggregate 
figures  just  discussed:  The  surveys  indicated  that  the  urban  family  2/  spent  for 
clothing,  materials,  and  services  an  average  of  $549  in  i960  compared  with  $437  in 
1950--an  increase  of  11  percent  in  constant  dollars.  3/  The  increase  in  real 


l/  For  national  aggregates,  see  U.S.  Department  of  Commerce,  Survey  of  Current 
Business,  July  1963. 

2 7 Includes  single  consumers. 

3/  See  Arnold  Chase,  Changing  Patterns  of  Consumer  Expenditures,  1950-1960, 
Bureau  of  Labor  Statistics,  September  .1963,  processed  paper,  l4  pp. 
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income,  however,  was  greater  than  this.  Consequently,  the  share  of  income  taken 
by  clothing  decreased.  Families  chose  to  put  more  of  the  increase  in  income  into 
savings,  gifts  and  contributions,  and  into  spending  on  their  homes  and  autos  than 
into  clothing.  The  relevant  preliminary  data  may  be  summarized  as  follows: 

Percent 


1950 

I960 

increase 

Current  dollars: 

Money  income  after  taxes  

Clothing,  materials,  and  services  . . . 
Clothing  as  percent  of  income  

3,910 

437 

11.2 

5,822 

549 

9.4 

48.9 

25.6 

i960  dollars: 

Money  income  after  taxes  

Clothing,  materials,  and  services  . . . 
Clothing  as  percent  of  income  ..... 

4,829 

494 

10.2 

5,822 

549 

9.4 

20.6 

11.1 

Another  source  of  information  on  clothing  expenditures  is  the  current  judgment] 
of  retailers.  Trade  reports  4/  this  fall  are  that  clothing  is  selling  well,  with  | 
a general  upgrading  of  purchases:  Higher -priced  lines  in  women's  and  men's  cloth-a 
ing,  stylish  imports  including  Italian  ready-to-wear  clothes,  high-fashion  items 
such  as  fake  fur  and  metallic  fabrics  in  women's  apparel,  an  emphasis  on  "dressing! 
up"  for  occasions,  and  the  "sportive"  look  in  sportswear. 


Consumer  Prices 

There  has  been  almost  no  change  in  the  level  of  prices  of  clothing  over  the 
past  year  as  measured  by  the  Apparel  Index  of  the  Bureau  of  Labor  Statistics. 

(See  table  1 at  the  back  of  paper.)  From  September  1962  to  September  1963,  this 
index  rose  only  0.2  percent.  In  the  same  peridd  the  Consumer  Price  Index  for  all 
items  rose  0.9  percent.  In  i960  and  I96.I  also  the  Apparel  Index  rose  less  than 
the  all -items  index. 

Price  movements  among  the  apparel  subgroups  are  usually  not  parallel  and  the 
past  year  has  been  no  exception  in  this  respect.  The  index  for  women's  and  girls' 
apparel  fell  1 percent  from  September  1962  to  September  1963,  while  the  indexes 
for  men's  and  boys'  apparel  and  for  footwear  increased  1 percent.  These  changes 
are  in  line  with  price  movements  in  recent  years.  Since  i960,  either  men's  and 
boys ' apparel  or  footwear  has  led  the  price  increase . 

Clothing  can  also  be  grouped  by  fiber  as  well  as  by  type.  Grouping  by  fiber 
explains  some  of  the  movement  in  the  type  groups.  Over  the  last  12  months  for 
which  prices  are  available  as  of  this  writing  (June  1962  to  June  1963  for  cotton 
and  manmade  fibers  and  December  1961  to  December  1962  for  wool),  cotton  apparel 
rose  1.0  percent,  apparel  of  manmade  fibers  rose  0.4  percent,  and  wool  apparel 
declined  0.4  percent.  Among  these  subgroups,  cotton  apparel  led  the  price  advance 
in  .1962  and  wool  apparel  led  in  1961. 


4/  Trade  sources  include  The  ¥a.l.l  Street  Journal,  Textile  Organon,  and  Chemistry 
and  the  Home. 
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i Seasonal  patterns 

Prices  of  clothing  are  subject  to  some  seasonal  fluctuations — changes  which 
I recur  regularly  at  certain  times  of  the  year.  A recent  study  by  BLS  makes  an  im- 
portant contribution  to  our  knowledge  of  this  subject  by  putting  into  numerical 
i terms  the  size  of  these  seasonal  fluctuations  in  price  series  for  apparel  and 
apparel  subgroups  as  well  as  for  about  85  other  consumer  price  series.  5/ 

Among  the  four  apparel  subgroups,  the  seasonal  fluctuation  of  retail  prices  is 
greatest  for  women's  and  girls'  apparel.  In  fact,  fluctuation  in  this  subgroup 
plays  a primary  role  in  the  seasonal  variation  of  the  all-apparel  group.  In  the 
seasonal  pattern  for  women's  and  girls’  apparel,  the  year’s  low  point  is  in 
January  and  there  is  a spring  peak  in  March,  followed  by  a downward  drift  through 
the  summer.  Prices  start  to  climb  in  September  to  the  year’s  peak  in  October, 
then  there  is  a downward  slide.  Men’s  and  boys'  apparel  and  "other  apparel"  also 
show  a tendency  to  rise  to  a fall  peak.  Footwear,  on  the  other  hand,  shows  no 
meaningful  seasonal  pattern.  Because  of  the  differences  among  the  four  subgroups, 
seasonal  fluctuation  in  prices  of  all  apparel  is  only  about  half  as  great  as  that 
for  women ' s and  girls ' apparel . 

The  amount  of  variation  in  the  apparel  indexes  attributable  to  seasonal  fluc- 
tuations can  be  deduced  from  the  chart  at  the  back  of  the  paper.  The  unadjusted 
and  the  seasonally  adjusted  indexes  for  women's  and  girls’  apparel  show  the  greatest 
divergences  since  seasonal  fluctuations  are  greatest  for  this  group.  There  are 
also  noticeable  differences  between  the  two  indexes  for  all  apparel,  but  small  dif- 
ferences between  the  two  indexes  for  men’s  and  boys'  apparel  and  for  other  apparel. 

Seasonal  fluctuations  are  important  in  only  two  of  the  other  seven  major  cate- 
gories of  expenditure — food  and  transportation.  Because  there  are  offsetting 
seasonal  fluctuations  in  the  major  categories,  the  all-items  index  of  the  Consumer 
Price  Index  shows  no  important  seasonal  pattern. 


Developments  in  Retail  Distribution  of  Apparel 

While  we  are  thinking  about  the  retail  level,  we  might  note  some  recent  devel- 
opments in  retail  distribution  of  apparel.  Reports  in  trade  sources  indicate  that 
retailers  feel  they  need  to  build  up  present  stores,  especially  those  in  downtown 
areas,  rather  than  open  new  stores.  Some  increase  in  downtown  shoe  sales  was  noted 
last  winter  as  stores  focused  their  appeal  on  city  dwellers  rather  than  suburbanites 
in  metropolitan  areas.  The  development  of  shopping  centers  is  beginning  to  lag 
after  more  than  a decade  of  growth.  Some  areas  seem  to  be  "overstored . " Branch 
store  openings  by  retail  chains  have  tapered  off  this  year.  One  survey  last  winter 
showed  that  almost  two-thirds  of  branch  stores  opened  recently  were  performing  be- 
low expectations. 

Action  by  the  Federal  Trade  Commission  in  March  may  have  important  implica- 
tions for  the  future:  The  FTC  ruled  that  a large  shoe  company  illegally  restrained 
competition  by  requiring  independent  franchised  dealers  to  adhere  to  the  company's 
established  resale  prices  and  to  refuse  to  handle  competing  shoes  from  other  manu- 
facturers. The  FTC  ordered  the  company  to  discontinue  these  practices. 


5/  See  U.S.  Department  of  Labor,  Seasonal  Factors --Consumer  Price  Index: 
Selected  Series,  June  1953-May  1961,  Bulletin  No.  1366,1963,  A7  pp. 


Wholesale  Prices  of  Clothing  and  Household  Textiles 


Overall  wholesale  prices  of  apparel  and  footwear  have  changed  .little  in  the  i 
past  year.  This  leads  us  to  expect  little  change  in  the  general  level  of  retail 
prices  in  the  immediate  future,  although  there  may  be  changes  in  certain  categories! 

Wholesale  prices  of  apparel  as  a whole  rose  less  than  1 percent  in  the  12 
months  ending  with  September  1963*  (See  table  2.)  The  largest  changes  were  in 
wholesale  prices  of  men’s  and  boys’  apparel,  which  increased  2.6  percent,  and  in 
hosiery  prices,  which  declined  3-1  percent. 

In  the  household  textiles  field,  there  were  diverse  movements.  Wholesale 
prices  of  wool  and  part  wool  blankets  increased  almost  4 percent,  while  cotton 
housefurnishings  fell  almost  2 percent. 

Wholesale  prices  of  all  footwear  went  down  fractionally  over  the  year.  Change, 
in  the  individual  categories  of  footwear  were  slight. 


Prices  and  Supplies  of  Fabrics  and  Raw  Materials 

Going  back  to  earlier  stages  in  the  process  of  providing  the  consumer  with 
apparel  and  footwear  may  give  a clue  to  future  changes  in  wholesale  and  retail 
prices  of  some  items  of  clothing.  However,  in  interpreting  these  changes  it  must 
be  borne  in  mind  that  wholesale  prices  of  raw  materials  generally  fluctuate  more 
rapidly  than  do  retail  prices.  Moreover,  costs  of  raw  materials  are  only  one  facte 
in  retail  prices  of  clothing.  On  top  of  raw  materials  are  manufacturing  costs, 
wholesaling  costs,  and  retailing  costs.  For  instance,  the  cost  of  raw  cotton  and 
raw  wool  accounts  for  approximately  15  percent  of  the  retail  value  of  cotton  and  I 
wool  apparel  and  household  goods.  6/  Hides  and  skins  account  for  less  than  4 per- 
cent of  the  retail  value  of  leather  products.  7/ 

In  following  clothing  back,  behind  the  finished  garment  is  the  woven  or  knit 
material  from  which  it  is  made.  In  the  past  year  (September  1962  to  September 
.1963)  there  was  a 1 percent  decrease  in  the  wholesale  price  of  broadwoven  goods  of 
cotton,  the  most  important  fiber  in  clothing  supplies.  Silk  products,  relatively  " 
unimportant  in  the  total  picture,  increased  4 percent.  Others  either  stayed  the 
same  or  decreased.  In  the  latter  group  are  knit  goods  of  manmade  fibers  (down 
5 percent)  and  leather  (down  7 percent). 

Behind  the  woven  or  knit  goods  are  the  yarns.  From  September  1962  to  Septem- 
ber 1963,  wholesale  prices  of  cotton  yarns  declined  almost  2 percent,  manmade 
filament  yarns  and  fibers  and  spun  rayon  advanced  fractionally,  and  wool  yarns 
advanced  almost  3 percent. 

Going  back  to  raw  materials,  we  find  that  prices  of  raw  cotton  are  the  same 
as  a year  ago,  but  domestic  raw  apparel  wool  is  5 percent  higher,  and  foreign  raw  |j 
apparel  wool  is  11  percent  higher.  Raw  silk  is  up  8 percent,  and  hides  and  skins 
are  down  30  percent. 


6/  L.  D.  Howell,  Changes  in  American  Textile  Industry,  U.S.  Department  of 
Agriculture,  Technical  Bulletin  Wo.  1210,  1959 > PP*  19 > 24,  and  25. 

7/  John  W.  Thompson,  "Some  Economic  Considerations  for  the  Hide  and  Leather 
Industry,"  U.S.  Department  of  Agriculture,  processed  paper,  1963,  p.  1;  and 
Livestock  and  Meat  Situation,  USDA,  October  1963,  pp.  21-22. 


-5- 


Supplies  of  cotton  and  manmade  fibers  are  good.  U.S.  production  of  cotton  in 
1963  is  estimated  at  almost  15  million  bales,  which  is  about  one  million  bales  more 
than  domestic  mill  use  and  exports  are  expected  to  require.  8/  Production  of  man- 
made fibers,  including  textile  glass  fibers,  increased  22  percent  in  1962  over  1961, 
lithe  largest  one-year  increase  on  record.  Further  increases  are  ahead  as  the  Cela- 
jnese  Corporation  plans  to  start  producing  nylon  in  the  U.S.  in  1964.  World  wool 
! production  in  1963-64  is  expected  to  be  1 percent  above  last  year’s  record  high 
I level,  but  U.S.  mill  use  of  apparel  wool  in  1963  is  expected  to  be  about  9 percent 
lower  than  last  year.  9/  U.S.  production  of  cattle  hides  in  1963  is  expected  to  be 
the  largest  ever  at  a time  of  decreased  production  of  leather  shoes . 


Outlook 


Considering  wholesale  prices,  prospective  supplies 
and  the  competition  among  them,  there  appears  no  strong 
ther  change  in  the  near  future  in  overall  retail  prices 
competition  in  the  development  and  promotion  of  fabrics 
part  in  this  prognostication.  Some  recent  developments 


and  demand  for  raw  materials, 
reason  to  expect  much  further 
of  apparel.  The  active 
and  finishes  also  plays  a 
might  be  noted: 


Further  improvements:" in  cotton  garments  are  emerging.  All-cotton  stretch 
j fabrics  made  into  garments  provide  increased  comfort  and  are  being  used  in  such 
articles  as  nurses’  uniforms,  blouses,  sport  and  dress  shirts,  pants  and  slacks, 
corduroy  garments  and  socks . A wash-wear  treated  interliner  bonded  to  outer  layers 
of  untreated  cotton  in  collars  and  cuffs  of  men’s  wash-wear  shirts  may  result  in 
longer  service  life,  according  to  USDA  research.  The  bonded  inter liner  shares  its 
I wash-wear  properties  with  the  untreated  cotton;  and  the  "untreated  fabric  offers 
the  high  resistance  to  fraying  associated  with  cotton.  A method  for  imparting 
wash-wear  properties  and  at  the  same  time  permanently  attaching  dyes,  starch,  and 
other  finishing  materials  to  cotton  in  a single  chemical  treatment  has  been  devel- 
oped by  the  Southern  Utilization  "Research  arid ''Development  Division  of  the  Agri- 
cultural Research  Service. 


Improvements  are  underway  for  woolen  apparel  and  household  textiles.  Stretch 
wool  fabrics  are  being  used  to  provide  additional  comfort  and  better  shape  reten- 
tion in  men’s  suits,  slacks,  and  jackets.  Wool  sweaters  and  blankets  that  can  be 
washed  by  machine  are  appearing  on  the  market,  as  are  permanently  pleated  wool 
skirts  and  permanently  creased  slacks  and  trousers.  These  easy-care  properties  are 
obtained  by  using  treatments  developed  by  the  Western  Utilization  Research  Division 
and  by  others.  The  USDA  shrinkproofing  treatment  covers  wool  fibers  with  an  ultra- 
thin  coating  that  is  chemically  similar  to  one  type  of  nylon.  Treated  wool  fabrics 
wash  with  an  acceptable  minimum  of  shrinkage  and  retain  wool’s  natural  soft  texture 
This  process  is  being  used  on  children’s  clothes,  skirts,  and  sport  shirts.  Suit- 
ing fabrics  are  just  beginning  to  come  on  the  market  that  are  processed  mostly  by 
the  USDA' Wurlanize  process.  The  solution  used  for  permanent  creases  is  applied  by 
spraying  or  dipping,  after  which  the  damp  fabric  is  steam  pressed.  Fabrics  that 
have  received  both  treatments  are  machine  washable. 


Developments  are  continuing  in  manmade  fibers  and  fabrics.  Spandex  fibers  that 
have  been  used  in  foundation  garments  and  swimsuits  are  now  being  introduced  for  use 
in  stockings  for  women  who  suffer  from  leg  fatigue.  New  forms  and  new  uses  are 


8/  U.S.  Department  of  Agriculture,  Agricultural  Situation,  September  1963,  p.  4. 
2/  Ibid.,  p.  5. 
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appearing  for  nylon.  Stretch  is  being  added  to  slacks  and  beach  wear  by  one  farm 
of  nylon  that  is  coiled  like  a spring.  Fluffy  texturized  nylon  yarns  are  used  in 
sweaters.  Nylon  fibers  with  a softer  feel  are  going  into  women's  dresses.  A type 
of  nylon  that  can  be  molded  cheaply  into  permanent  shapes  is  decreasing  prices  of  1 
high-quality  brassieres. 

Nonwoven  fabrics  that  combine  the  materials  and  production  techniques  of  the  I 
textile  and  paper  industries  are  offered  for  disposable  bed  sheets  and  pillowcases 
for  hospitals.  They  are  said  to  cost  less  than  the  price  of  laundering  those  made 
of  cotton.  They  may  be  developed  eventually  for  consumer  markets. 

News  of  a fluorine -based  textile  finish  is  worth  noting.  It  is  claimed  to 
provide  oil  and  water  repe.llency  and  stain  resistance  (and  to  retain  these  proper- 1 
ties  after  washing  and  dry  cleaning)  without  affecting  the  appearance  or  breatha-  I 
bility  of  the  fabric,  since  the  finish  clings  to  each  fiber  in  the  fabric.  It  is  I 
to  be  used  first  in  men's  and  women's  top-quality  raincoats  and  outerwear,  drap- 
eries, and  slip  covers. 

Fabric  shoes  with  plastic  soles  molded  onto  the  finished  uppers  at  a savings  .1 
over  the  old  vulcanizing  method  are  appearing  in  national  chain  stores.  A new 
synthetic  leather,  said  to  be  a breathable  shoe  material,  is  expected  to  appear 
in  men's  and  women's  shoes  in  the  spring  of  1964.  Similar  synthetic  products  are 
being  developed  by  some  20  other  companies. 

From  the  consumer's  point  of  view,  it  looks  like  a good  year  ahead  in  the 
clothing  area,  with  large  supplies  to  meet  the  heavy  demand,  high  competition  among 
fibers,  new  products  becoming  available,  and  continued  improvements  in  familiar 
products . 


Table  1. --Percentage  increase  in  selected  indexes  of  consumer  prices 


r i « 


Index 


Consumer  Price  Index  

Apparel  Index  

By  type: 

Mens  and  boys ' apparel  

Women ' s and  girls ' apparel  . 

Footwear  

Other  apparel  


i960  j 1961  September  1962 


to 

1961 


to 

1962 


to 

September  1963 


1.1 

• 7 


1.2 

.4 


0.9 

.2 


1.2 

• 3 

.9 

-.4 


• 5 

-.1 

1.4 

-.3 


1.2 

-1.1 

1.1 

.2 


By  fiber: 

Cotton  apparel  

Wool  apparel  

Manmade  fibers  apparel 


.5 

1.1 

.2 


June  1962 
to 

June  .1963 


.7  1.0 

.2 

.1  .4 


Source:  Bureau  of  Labor  Statistics. 
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Table  2. --Percentage  increase  in  selected  wholesale  price  indexes 


Index 

September  1962 
to 

September  .1963 

Apparel  

.7 

Men 1 s and  boys 1 apparel  

2.6 

Women's,  misses',  and  juniors'  apparel  

.1 

Infants'  and  children's  apparel  

0 

Hosiery  

-3.1 

Underwear  and  nightwear  

1.0 

Knit  outerwear  

.2 

Textile  housefurnishings : 

Wool  and  part  wool  blankets  

3-9 

Cotton  housefurnishings  

-1.8 

Footwear  

-.4 

Men ' s and  boys  ' footwear  

-.4 

Women's  and  misses'  footwear  

-.5 

Children's  and  infants'  footwear  

0 

Cotton  fibers  and  fabrics: 

Raw  cotton  

0 

Yarns  „ 

-1.6 

Broadwoven  goods  

-1.0 

Manmade  fibers  and  fabrics: 

Filament  yarns  and  fibers  

• 5 

Spun  rayon  

.8 

Broadwoven  goods  

• 3 

Knit  goods  

-4.9 

Wool  fibers  and  fabrics: 

Domestic  apparel  wool  

5.4 

Foreign  apparel  wool  

11.3 

Yarns  

2.6 

Broadwoven  fabrics  

.4 

Knit  outerwear  fabrics  

0 

Silk  fibers  and  fabrics: 

Raw  silk  

7.6 

Silk  products  

3-9 

Hides,  skins,  leather: 

Source:  Bureau  of  Labor  Statistics. 
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UNITED  STATES  DEPARTMENT  OF  AGRICULTURE 
Agricultural  Research  Service 

TRANSPORTATION 
Talk  by  Lucile  F.  Mork 

Consumer  and  Food  Economics  Research  Division 
at  the  4lst  Annual  Agricultural  Outlook  Conference 
Washington,  D.C.,  10:15  A. M.,  Thursday,  November  21,  1963 

Some  form  of  transportation  is  a daily  necessity  for  most  families.  Transporta- 
tion takes  different  forms  for  different  families , For  some  it  means  catching  the 
bus  or  train  each  morning  to  get  to  "work  or  school,  to  others  it  means  taking  a 
plane  or  train  for  a business  trip  or  vacation,  but  to  most  it  means  driving  the 
family  car  for  all  these  occasions.  Because  transportation  is  such  an  important 
part  of  our  daily  living,  we  have  decided  to  bring  together  what  facts  we  could  on 
this  item.  In  this  paper,  I shall  summarize  the  current  situation,  the  trends  in 
the  last  decade,  and  the  outlook  for  next  year  in  so  far  as  we  have  indications  of 
family  expenditures  for  various  transportation  items,  retail  prices,  installment 
credit,  production  and  sales  of  automobiles. 

Expenditures 

Expenditures  for  transportation  are  of  two  types:  the  purchase  and  operation  of 
| automobiles  and  expenditures  for  public  transportation.  Both  have  increased  during 
the  last  decade.  Part  of  the  increase  is  due  to  higher  prices,  but  increased  owner- 
; ship  and  use  of  automobiles  are  also  important  reasons  for  greater  per  person  ex- 
penditures . 

The  Department  of  Commerce  estimates  of  spending  of  U.S.  consumers  for  all 
transportation  show  that  we  spent  10  percent  more  per  person  in  1962  than  in  1961, 
and  47  percent  more  than  in  1952.  The  10  percent  increase  between  1961  and  1962  was 
a sizable  increase  for  1 year. 

During  this  period,  spending  for  all  transportation  amounted  to  about  12  percent 
of  total  expenditures  for  consumer  goods  and  services.  Purchase  and  operation  of 
automobiles  accounted  for  about  11  percent  and  public  transportation  about  1 percent. 

Between  1961  and  1962,  expenditures  for  the  purchase  and  operation  of  auto- 
mobiles increased  more  than  public  transportation.  On  a per  person  basis,  expendi- 
tures for  new  cars  and  net  purchases  of  used  cars  increased  about  20  percent.  Tires, 
tubes,  accessories  and  parts,  and  insurance  increased  about  9 percent;  repairs, 
greasing,  washing,  and  so  on  about  4 percent;  gasoline  and  oil  about  2 percent. 

During  this  same  time,  expenditures  for  local  transportation  (street  cars, 

(buses,  and  taxis)  decreased  slightly,  but  intercity  transportation  increased  7 per- 
cent because  of  increased  spending  for  bus  and  airplane  travel. 

Automobile  Ownership  and  Use 


Ownership 

The  present  high  rate  of  automobile  ownership  is  without  doubt  an  important 
factor  in  accounting  for  the  fact  that  we  spend  more  than  $1  out  of  every  $10  for 
| the  purchase  and  operation  of  the  automobile.  About  4 out  of  5 households  have  a 
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car  available  for  their  use,  according  to  the  i960  Census  of  Housing.  Motor -vehicle 
registrations  for  privately  owned  passenger  cars  have  more  than  doubled  in  the  post- 
war period  and  increased  about  50  percent  in  the  last  10  years.  1 / 

This  increase  in  automobile  ownership  has  meant  many  changes  in  our  way  of 
living.  The  automobile  has  made  us  more  mobile,  and  made  possible  relocation  away 
from  concentrated  population  areas.  We  have  learned  that  we  can  live  quite  a dis- 
tance from  work- -out  in  the  suburban  areas  or  in  the  open  country- -and  continue  to 
work  in  town.  Sixty-four  percent  of  workers  use  private  automobiles  to  get  to 
work.  2/  At  the  same  time,  employers  have  learned  that  they  can  relocate  offices  and 
industries  in  areas  where  land  is  less  expensive  or  environment  more  desirable.  As 
a result  of  this  increased  mobility,  housing  developments,  schools,  churches,  and 
shopping  centers  have  mushroomed  in  outlying  areas.  In  many  of  the  new  areas, 
public  transportation  is  limited,  if  provided  at  all.  This  has  increased  our  de- 
pendence on  the  automobile  and  given  us  the  multicar  family. 

The  second  car  has  become  the  accepted  standard  in  many  households.  In  i960, 
about  one-fifth  of  all  households  had  two  cars.  3/  To  have  two  cars  was  most  un- 
usual 25  years  ago.  Largely  responsible  for  this,  of  course,  has  been  the  increase 
in  average  family  income  which  has  enabled  us  to  buy  automobiles.  For  some,  higher 
income  has  made  possible  a "fleet  of  cars."  The  i960  Census  of  Housing  showed  that 
about  one  and  one-third  million  households  had  three  cars  or  more. 

The  size  and  condition  of  car  that  families  buy  for  their  second  or  third  car 
also  influences  the  amount  spent.  The  second  car  is  not  necessarily  a small  car  or 
a used  car,  as  one  might  tend  to  think.  Some  families  prefer  to  have  a new  standard- 
size  car  judging  from  observations.  This  preference  adds  to  the  original  expendi- 
ture. Having  more  than  one  car  to  operate  means  spending  more  for  licenses,  taxes, 
and  depreciation.  With  a second  car,  a family  probably  drives  more  miles.  This 
means  spending  more  for  gas  and  oil,  repairs,  and  tires. 


Lei sure -time  use 


The  increased  use  of  the  automobile  for  recreational  purposes  has  been  a con- 
tributing factor  to  the  amount  spent.  Automobile  riding  for  sightseeing  and  re- 
laxation leads  in  outdoor  recreation  activities,  according  to  the  recent  report  to 
the  Outdoor  Recreation  Resources  Review  Commission,  bj  In  this  report,  the  families 
also  were  asked  about  their  vacation  and  weekend  travel.  The  majority  reported  they 
used  their  car  for  vacations.  About  half  of  the  families  who  went  on  vacation 
traveled  500  miles  or  more  from  home.  Park  visits  rate  high  with  vacationers,  es- 
pecially young  couples  and  families  with  children.  In  1962,  mere  than  32  million 
people  visited  national  parks  compared  witn  22  million  in  1958*  The  Department  of 
Interior  estimates  that  more  than  95  percent  of  all  visitors  to  national  parks  ar- 
rive by  automobiles. 


l/  U.S.  Bureau  of  Public  Roads  as  cited  by  Automobile  Manufacturers  Association, 
Automobile  Facts  and  Figures,  1963  Edition. 

2/  U.S.  Bureau  of  the  Census,  i960  Census  of  Population,  PC(l)lC. 

3/  U.S.  Bureau  of  the  Census,  i960  Census  of  Housing. 

kj  Outdoor  Recreation  Resources  Review  Commission,  Participation  in  Outdoor 
Recreation:  Factors  Affecting  Demand  Among  American  Adults,  Report  Wo.  20,  1962. 
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Prices 

Prices  for  a.l  1 transportation  as  given  in  the  transportation  component  of  the 
Consumer  Price  Index  increased  only  fractionally  (0.1  percent)  last  year  (September 
to  September),  but  20  percent  in  the  previous  10  years  (1952  to  1962).  The  Consumer 
Price  Index  for  all  items  increased  nine -tenths  of  1 percent  last  year  and  lb  per- 
cent in  the  previous  10  years.  (See  table  1.) 


Table  1. — Changes  in  consumer  price  indexes  for  all  items 
and  transportation  for  specified  periods 


Group  and  subgroup 

| 1952 
! to 

1962 

September  1962 
to 

September  1963 

Percent 

Percent 

All  items  

lb 

0.9 

Transportation 

20 

.1 

Private  

15 

-.2 

Public  

52 

1.2 

Source:  Bureau  of  Labor  Statistics. 


The  fractional  increase  last  year  in  transportation  prices  was  due  to  a 1.2 
percent  increase  in  public  transportation  fares.  Private  transportation  which  is 
the  cost  of  purchase  and  operation  of  automobiles  decreased  two-tenths  of  1 percent. 
During  the  previous  10  years,  private  transportation  increased  15  percent  and  public 
transportation  increased  52  percent.  (See  chart  1.) 

Prices  of  the  various  goods  and  services  included  in  the  transportation  cate- 
gory have  not  moved  at  the  same  rate  or  in  the  same  direction  during  the  past  year 
(June  to  June).  Used  car  prices  increased  (0.5  percent)  while  new  cars  declined 
(0.3  percent),  gasoline  prices  fell  (l.l  percent),  repairs  increased  (l.l  percent), 
and  tires  increased  (3*7  percent). 

Between  1952  and  1962,  new  car  prices  increased  about  10  percent,  after  ad- 
justing for  changes  in  quality  during  the  period.  (See  chart  2.)  Since  more  and 
more  cars  are  equipped  with  such  features  as  automatic  transmission  and  power  steer- 
ing, the  average  price  paid  has,  of  course,  increased  more  than  this.  New  car 
prices  went  down  in  the  early  part  of  this  10-year  period  then  gradually  went  up 
until  1959  when  output  and  sales  of  passenger  cars  drifted  down.  5 / Retail  prices 
in  i960  were  somewhat  lower  than  in  1959*  Prices  in  1961  and  1962  were  similar  to 
those  in  i960.  Used  car  prices  have  fluctuated  considerably  in  response  to  the 
tempo  of  the  economy  and  reached  a high  in  1962.  The  easing  of  credit  and  the  in- 
creasing number  of  families  wanting  more  than  one  car  are  probably  largely  responsi- 
ble for  the  current  high  prices  of  used  cars. 


5/  Bureau  of  Labor  Statistics,  Bulletin  No.  13 51>  pp#  7-8,  December  1962 
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Operating  costs  of  automobiles  also  increased  between  1952  and  1962.  Price  in- 
creases ranged  from  21  percent  for  gasoline  to  42  percent  for  insurance.  (See 
chart  3.)  Tires  were  the  only  item  in  the  automotive  group  of  the  index  that  went 
down  in  price.  Prices  on  tires  fell  about  7 percent. 

The  greatest  price  advance  between  1952  and  1962--60  percent--was  in  the  cost 
of  local  transit  fares.  Railroad  fares  also  increased,  but  to  a much  lesser  degree. 
With  such  a sizable  increase  in  local  transit  fares,  the  decline  in  use  of  local 
transportation  is  even  greater  than  indicated  by  expenditures.  About  half  as  many 
paying  passengers  used  local  transit  lines  in  1962  as  in  1950.  6/ 


Installment  Credit 


Automobile  credit  has  played  an  important  part  in  the  increase  in  ownership  of 
automobiles  during  the  last  10  years.  The  average  installment  debt  outstanding  per 
person  on  automobiles  was  $49  in  1952  and  $103  in  19^2.  (See  table  2 and  chart  4.) 
During  this  same  period,  total  installment  debt  outstanding  was  $122  in  1952  and 
$257  in  1962.  Automobile  credit  accounted  for  about  40  percent  of  all  installment 
debt  in  1952  and  1962.  This  does  not  include  loans  from  banks  or  credit  unions  to 
individuals  for  the  purchase  of  automobiles. 

The  proportion  of  new  passenger  cars  bought  on  credit  has  remained  almost  un- 
changed since  i960.  About  60  percent  of  new  passenger  cars  bought  were  bought  on 
credit  in  each  of  the  last  3 years.  More  car  purchases,  plus  a moderate  increase 
in  the  average  size  of  installment  contracts  account  for  most  of  the  increase  in 
automobile  credit  in  1962  and  1963.  7/  Contracts  on  new  cars  were  running  about 
2 percent  larger  in  early  1963  than  in  early  .1962  and  6 percent  higher  than  in 
early  1961. 

List  prices  of  new  cars  changed  very  little  in  the  1962  and  1963  model  years, 
after  allowing  for  differences  in  standard  equipment.  Consumers,  however,  bought 
more  equipment --power  steering  and  brakes--and  more  expensive  body  styles.  The 
average  size  of  installment  contracts  may  have  been  increased  also  by  a slight  re- 
duction in  downpayments. 

The  chances  of  getting  a 36-month  loan  to  buy  a new  car  are  better  than  a year 
ago.  The  average  repayment  period  for  new-car  installment  contracts  has  been 
gradually  increasing.  A larger  proportion  of  contracts  are  being  written  at  the 
prevailing  maximum  maturity  of  36  months  than  previously. 

Instances  in  which  automobile  dealers  and  lenders  have  offered  42-month,  and 
occasionally  48-month  loans  on  new  cars  have  been  publicized.  The  36-month  maximum 
is  still  believed  to  be  observed  by  the  great  majority  of  dealers  and  lenders.  The 
36-month  maximum  maturity  has  prevailed  generally  since  195^-55 • Previously  the 
maximum  maturity  was  30-months.  On  used  car  contracts,  the  repayment  period  has 
also  been  lengthening.  The  proportion  with  maturities  of  over  24  months  has  been 
increasing  for  several  years.  Many  late-model  used  cars  have  been  carrying  36- 
month  maturities  recently. 


6/  American  Transit  Association  as  cited  by  Housing  and  Home  Finance  Agency. 
Housing  Statistics.  Annual  data.  Table  A-72,  p.  60,  May  1963. 

?7  Federal  Reserve  Bulletin,  pp.  582-583,  May  1963. 
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Table  2. — Installment  debt  outstanding, 
per  person;  1952-62 


] 

End  of  year 

1 

Total 

Automobile  j 
paper 

: All 
other  l/ 

Dollars 

Dollars 

Dollars 

1952 

122 

49 

74 

1953  

143 

61 

82 

1954  

144 

60 

84 

1955  

173 

81 

93 

1956 

187 

85 

102 

1957  

196 

89 

107 

1958 

192 

81 

111 

1959  

219 

92 

127 

i960  

235 

97 

138 

1961 

235 

93 

142 

1962  

257 

103 

! 

1 153 

Note:  Detail  may  not  add  to  total  because  of 
rounding . 

1 / Includes  other  consumer  goods  paper,  repair 
and  modernization  loans,  and  personal  loans. 
Federal  Reserve  Board  data. 


The  recent  extension  in  credit  time  for  both  new  and  used  cars  may  be  attributed 
to  some  extent  to  the  extended  guarantees  now  given  by  all  major  manufacturers . In 
one  case,  a manufacturer  issues  a guarantee  covering  the  major  components  of  the  car 
for  5 years  or  50*000  miles  whichever  occurs  first. 

Production  and  Sales 


Automobile  production  is  an  important  factor  in  our  economy.  Many  industries 
and  activities  are  affected,  such  as  suppliers  of  materials,  and  distribution, 
transportation,  and  services  related  to  automobiles.  A lot  of  cotton,  for  example, 
goes  into  cars,  according  to  a study  made  by  the  Statistical  Reporting  Service, 

USDA.  More  than  half  of  the  materials  that  lined  and  padded  the  inside  of  passenger 
automobiles  in  1961  were  made  of  cotton. 

The  1963  model  automobile,  which  began  appearing  on  the  market  last  fall,  found 
immediate  acceptance  by  consumers.  Although  factory  sales  of  new  domestic  passenger 
cars  earlier  in  .1962  had  been  high,  fourth  quarter  deliveries  were  higher  than  in 
previous  years  and  the  year  ended  with  6.9  million  sales.  8/  The  previous  high  year 


8/  U.S.  Department  of  Commerce.  Survey  of  Current  Business . 
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was  in  1955.  Sales  for  the  first  7 months  of  .1963  were  about  .12  percent  ahead  of 
sales  for  the  same  period  last  year.  Predictions  are  being  made  in  industry  that 
this  will  be  a record  breaking  year. 

Imported  cars  are  staging  somewhat  of  a comeback  after  a 3 -year  downward  slide. 
Imports  reached  a peak  in  1959  when  a record  number  were  sold.  Since  that  time,  the 
number  sold  has  decreased.  Imports  for  the  first  7 months  of  this  year  were  ahead 
of  last  year  for  the  same  period. 

Imported  cars  have  at  last  found  their  place,  some  authorities  say.  It  is 
based  principally  on  two  .types  of  cars  U.S.  manufacturers  do  not  build — small  cars 
in  the  $1,400 -to -$1,700  price  range,  and  European  sports  cars.  9/  Consumers  do  not 
buy  a foreign  car  merely  because  it  is  cheap.  They  want  comfort  and  good  reliable 
service  as  well  as  a bargain.  Automatic  transmissions  (at  least  one  the  pushbutton 
type)  are  being  offered  even  in  the  very  small  cars. 


Rent  or  Buy? 


Automobiles  in  rental  and  lease  service  are  on  the  increase.  Some  families 
have  found  it  to  their,  advantage  to  rent  or  lease  a car  when  they  need  one  rather 
than  to  buy.  Families  living  in  cities  with  good  public  transportation  available 
for  daily  commuting  can  sometimes  save  money  b>y  renting  a car  for  vacations  and 
weekend  travel.  Families  living  in  suburbs  who  need  a second  car  might  find  renting 
a car  a day  or  two  a week  a wise  solution  to  their  problem. 

To  determine  if  renting  or  leasing  pays,  it  is  necessary  to  know  the  costs  of 
owning.  There  are  certain  fixed  ownership  expenses,  such  as  insurance,  registration, 
and  depreciation.  One  way  to  determine  the  depreciation  on  a car  is  to  watch  the 
newspapers  and  see  what  dealers  are  asking  for  used  automobiles  of  the  same  make  and 
model.  If  a family  plans  to  keep  a car  5 years  and  a 5-year  old  model  is  bringing 
$500  and  the  price  for  a new  car  is  $2,500,  subtract  the  $500  from  the  $2,500, 
which  gives  $2,000,  or  the  depreciation  for  5 years.  Divide  the  $2,000  by  5 to  ob-  , 
tain  the  depreciation  for  1 year.  Add  taxes  and  insurance,  then  the  operating  costs  * 
for  gas,  oil,  tires,  and  maintenance.  The  operating  costs  vary  with  the  size  and 
age  of  the  car,  but  generally  are  between  3 and  5 cents  a mile. 

Rental  rates  are  based  on  length  of  time  the  car  is  rented  plus  a mileage  fee. 
"Renting"  is  usually  applied  to  use  by  the  hour,  day,  week,  or  month.  For  a stand- 
ard-size car,  two  local  nationwide  firms  charge  $1.50  an  hour  or  $10  a day,  plus 
10  cents  a mile;  and  $50  a week,  plus  10  cents  a mile.  These  rates  include  the  cost 
of  gas,  oil,  and  maintenance,  which  is  refunded.  On  a monthly  basis,  the  charge 
quoted  by  one  firm  was  $175  and  by  the  second  $200,  plus  5 cents  a mile.  This  does 
not  include  the  cost  of  gas  and  oil. 

Cut-rate  companies  exist  in  some  areas.  Their  prices  run  considerably  less  on 
a daily  basis  (in  some  cases  about  half  as  much),  plus  a mileage  fee  varying  in 
amount  depending  upon  who  buys  the  gas.  The  main  difference  between  these  companies 
and  the  large  nationwide  companies  is  that  they  do  not  offer  as  many  conveniences. 


9/  Business  Week,  p.  137,  April  20,  1963 
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All  the  rates  include  some  insurance  with  additional  insurance  available  at 
extra  cost. 

The  charge  for  a standard-size  car  on  a long-term  (24  month)  lease  starts  at 
about  $110  a month,  not  including  gas.  (This  is  a local  estimate.)  According  to 
the  opinion  of  experts,  in  general,  if  a car  is  driven  more  than  20,000  miles  over 
the  year,  a long-term  lease  is  more  economical  than  owning,  but  if  a car  is  driven 
less  than  20,000  miles  over  the  year,  it  is  more  economical  to  buy. 

Rented  cars  are  usually  new  cars,  whereas  if  a family  owns  they  will  probably 
be  driving  an  older  car  part  of  the  time. 


Outlook 


The  prices  of  1964  models  of  automobiles  which  were  recently  introduced  are 
generally  the  same  as  for  comparable  1963  models.  This  is  in  spite  of  price  in- 
creases in  labor  and  some  basic  materials  that  go  into  a car.  Automobile  companies 
' point  out  that  steel  costs  are  up  (adding  an  estimated  $20  to  $25  to  the  manu- 
j facturer's  cost  of  each  car),  the  costs  of  tires  are  up,  and  labor  rates  are  ex- 
I pected  to  go  up.  We  may  find  prices  raised  on  a few  models  and  a few  accessories. 

1 White-walled  tires  may  go  up  a dollar  or  two,  according  to  trade  sources.  Some 
i permanent  types  of  antifreeze  are  expected  to  be  priced  lower  than  a year  ago. 

I Competition  between  nationally  advertised  and  private  brands  is  the  reason  behind 
j the  price  reduction. 

According  to  estimates  of  the  U.S.  Bureau  of  the  Census,  in  July  of  this  year, 
i consumers  reported  they  expect  to  purchase  more  automobiles  in  the  next  12  months 
| than  they  did  a year  ago.  10/  The  estimates  showed  a higher  level  of  anticipated 
j new  automobile  purchases  than  that  reached  in  any  previous  July  survey  in  this 
I series  (1959-63).  Intentions  to  buy  used  automobiles  in  the  next  12  months  were 
I about  the  same  as  in  July  1962. 

Indications  point  to  an  increase  in  the  number  of  families  with  two  or  more 
I cars.  In  1964,  we  will  have  a new  group  of  l6-year  olds  qualifying  as  drivers  in 
i many  States.  Some  of  these  new  drivers  will  work  hard  to  convince  their  families 
; that  it  is  a good  idea  to  have  a second  car.  In  some  cases,  two-car  families  will 
become  three-car  families. 

Two  main  changes  in  the  1964  model  automobiles:  They  are  longer  and  flossier 
j than  the  1963  models.  More  models  carry  adjustable  steering  wheels,  air-condition- 
ing, and  transistorized  ignition  systems  that  improve  engine  operations  as  motors 
get  bigger  and  operate  at  faster  speeds.  Front  seat  belts  will  become  standard 
equipment  beginning  January  1,  1964.  Otherwise,  differences  are  not  too  great. 

Conclusion:  Transportation  will  maintain  its  position  of  relative  importance  in 
the  family  budget;  supply  of  automobiles  will  be  ample  to  meet  family  needs;  prices 
will  remain  at  about  the  same  levels. 


IO/  U.S.  Bureau  of  the  Census,  Current  Population  Reports,  Series  P-65,  No.  3, 
August  1963. 


-8- 


Chart  2 


-ca- 


prices FOR  AUTOMOBILE  OPERATION 

Selected  Items 


U.  S.  DEPARTMENT  OF  AGRICULTURE  NEG.  63  ( 10) -5749  AGRICULTURAL  RESEARCH  SERVICE 


Chart  3 


Chart  4 


UNITED  STATES  DEPARTMENT  OF  AGRICULTURE 
Agricultural  Research  Service 


MEDICAL  CARE 
Outlook  for  Expenditures 

Talk  by  Jean  L.  Pennock 
Consumer  and  Food  Economics  Research  Division 
at  the  4.1st  Annual  Agricultural  Outlook  Conference 
Washington,  D.C.,  1.1:15  A.M.,  Thursday,  November  2.1,  1963 

The  outlook  for  expenditures  for  medical  care  can  be  given  very  succinctly.  In 
the  years  ahead,  we  will  be  buying  more  medical  care  and  paying  higher  prices  for  it 
This,  of  course,  can  be  said  of  almost  all  the  categories  of  family  living  to  one 
degree  or  another.  In  the  case  of  medical  care,  we  will  be  buying  enough  more,  and 
the  prices  will  be  enough  higher  that  medical  care  will  take  a somewhat  larger  part 
of  our  total  expenditures. 

I plan  to  review  with  you  the  trends  in  recent  years  that  lead  to  this  con- 
clusion. In  addition,  I shall  point  out  a few  programs  and  developments  that  will 
have  bearing  on  the  financial  aspects  of  medical  care  as  they  affect  the  family. 


Changes  in  expenditure  patterns,  1950  to  date 


Average  expenditures . --Data  from  family  expenditure  surveys  are  the  most 
meaningful  source  of  information  for  a family-oriented  program  such  as  this.  The 
funds  they  account  for  are  those  families  expend,  unmixed  with  funds  from  other 
sources . Alto,  these  data  permit  us  to  examine  the  spending  of  different  segments 
of  the  population.  We  have  now  new  data  of  this  kind  from  the  Consumer  Expenditure 
Survey  of  .1960-61  for  urban  families  1 /,  and  we  will  be  getting  data  for  farm  and 
rural  nonfarm  families  as  well.  These  urban  estimates  can  be  supplemented,  in  the 
meantime,  by  data  from  other  sources,  notably  the  annual  estimates  of  personal  con- 
sumption expenditures  compiled  by  the  Department  of  Commerce  2 / and  estimates  of  the 
Social  Security  Administration.  3/  Both  of  the  latter  cover  all  segments  of  the 
population  but  both  include  expenditures  for  personal  consumption  made  by  others  than 
consumers . 

The  Consumer  Expenditure  Survey  puts  urban  spending  for  medical  care  at  an 
average  of  $345  per  family  in  i960.  This  compares  with  $197  in  1950*  and  is  an 
increase  of  75  percent.  The  Commerce  and  Social  Security  Administration  series 
indicate  increases  close  to  100  percent  over  the  same  period.  We  can  expect  that 
the  Consumer  Expenditure  Survey  data  for  the  rural  population  will  show  a greater 
increase  than  does  the  urban  data  but  possibly  not  as  great  as  we  find  in  the  Com- 
merce and  Social  Security  series. 


l/  Chase,  Arnold  E.,  Bureau  of  Labor  Statistics,  Changing  Patterns  of  Consumer 
Expenditures,  1950-1960.  Paper  presented  at  the  annual  meeting  of  the  American 
Statistical  Association,  Cleveland,  September  4,  1963. 

2/  Currently  published  as  table  II -4  in  the  July  issue  of  the  Survey  of  Current 
Business  and  in  the  supplements  to  this  periodical,  U.S.  Income  and  Output. 

3 7 Department  of  Health,  Education,  and  Welfare,  Social  Security  Bulletin, 
November  1961. 
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The  importance  of  medical  care  in  the  family  budget. — The  increase  in  spending 
for  medical  care  in  the  last  decade  was  steeper  than  the  increase  in  total  spending 
for  family  living.  As  a result,  medical  care  now  takes  a somewhat  larger  share  of 
total  expenditures  than  formerly.  Urban  families  put  6 percent  of  their  total  ex- 
penditures into  medical  care  in  i960  as  compared  with  5 percent  in  1950  and  19^1. 
This  shift  is  also  apparent  in  earlier  data  for  farm  families.  Medical  care  took 
7 percent  of  their  total  expenditures  in  19^-1  and  9 percent  in  1955  • 

Because  of  the  publicity  given  increases  in  the  cost  of  medical  care,  there  is 
reason  to  pause  at  this  point  to  compare  changes  in  spending  for  medical  care  and 
for  other  categories.  Medical  care  is  not  the  only  category  that  currently  takes 
more  of  the  urban  family's  consumption  dollar  than  it  did  in  1950.  Shelter,  house- 
hold operation,  and  transportation  also  take  at  least  one  percentage  point  more  than 
formerly.  The  greatest  relative  gain  in  spending  was  in  education--an  increase  of 
165  percent--but  because  education  is  a small  category,  this  gain  does  not  amount 
to  a percentage  point  of  total  spending.  Decreases  in  the  proportion  of  total  spend- 
ing going  into  food,  housefurnishings  and  equipment,  and  clothing  balance  these 
gains . 

Distribution  within  the  medical  care  category. --In  terms  of  the  ultimate  dis- 
position of  the  consumer's  medical  dollar--the  goods  and  services  he  buys  without 
regard  to  the  method  by  which  he  buys  them- -hospital  care  took  2.6  percentage  points 
more  in  i960  than  in  1950*  moving  from  fractionally  less  than  25  percent  to  frac- 
tionally more  than  27  percent  of  the  total.  Physicians'  services  declined  approxi- 
mately the  same  amount,  from  28.5  percent  to  26.0  percent.  Other  changes  in  all 
cases  were  less  than  a percentage  point. 

In  terms  of  the  way  families  lay  out  funds,  however,  the  big  change  is  in  the 
proportion  they  prepay--the  proportion  going  into  health  insurance.  The  change  the 
Consumer  Expenditure  Survey  will  show  will  be  so  great  that  direct  payments  to  all 
the  vendors  of  medical  goods  and  services,  hospitals  included,  will  be  less  important 
than  formerly.  Since  I can't  at  this  time  cite  the  dollars  they  spend  on  insurance, 
let  me  give  some  figures  on  insurance  coverage  to  prove  my  point. 

First  consider  the  proportions  of  the  population  having  any  insurance  coverage 
in  1950  and  in  1961,  The  proportion  having  hospitalization  insurance  is  a fair 
estimate  of  the  proportion  having  any  insurance  since  relatively  few  persons  have 
other  types  without  also  having  this  type.  In  1950,  51  percent  of  the  population 
had  hospitalization  insurance  from  one  source  or  another;  in  1961,  75  percent  were 
covered.  Then  consider  the  breadth  of  coverage.  The  types  of  insurance  carried  in 
addition  to  hospitalization  give  one  measure  of  breadth.  In  1950,  29  percent  of 
those  covered  for  hospitalization  had  no  other  coverage,  71  percent  had  surgical 
insurance  also,  and  28  percent  had  medical  insurance.  By  I96.I,  the  proportion 
having  no  other  coverage  had  fallen  to  7 percent,  while  93  percent  of  those  insured! 
for  hospitalization  had  surgical  coverage  also  and  69  percent  had  medical  coverage." 
Important,  also,  is  the  rise  in  the  proportion  of  the  population  having  coverage 
for  major  medical  expenses,  a type  of  insurance  that  picks  up  where  the  earlier 
"basic"  policies  leave  off,  insures  the  holder  to  a very  high  level  as  to  total  ex- 
pense within  the  year  and  within  his  lifetime,  and  puts  little  or  no  limitation  on 
the  type  of  expense.  This  type  was  just  becoming  available  in  1950,  and  in  1961, 

19  percent  of  the  population  had  this  coverage. 

The  variability  of  medical  care  expenditures. — The  year-to-year  and  family- to- 
family  variation  in  spending  for  medical  care  rather  than  the  size  of  the  average 
expenditure  has  made  this  category  a stumbling  block  in  family  money  management . 
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Medical  care  expenditures  may  have  risen,  hut  are  they  as  variable  as  they  used  to 
he?  In  any  one  year,  are  the  very  minor  expenditures  of  a sizeable  proportion  of 
families --spending  for  little  more  than  aspirin  and  cold  medicines --balanced  by  a 
few  families  spending  half  or  even  their  whole  year's  income  for  the  treatment  of 
serious  illness  or  accidents?  Obviously  with  insurance  coverage  at  the  level  it  is 
today,  unless  their  premiums  are  paid  by  their  employers,  there  can  be  few  families 
with  only  nominal  expenditures . What  has  happened  at  the  other  end  of  the  range 
can  be  learned  from  survey  data. 

In  the  1962  Survey  of  Consumer  Finances,  interviewers  of  the  Survey  Research 
Center  4/  asked  a national  sample  of  spending  units  whether  they  had  had  what  they 
considered  large  medical  expenses  in  1961.  Forty  percent  reported  that  they  had  had 
large  expenses,  60  percent  that  they  had  not.  ''Large"  is  a relative  term,  however, 
and  public  discussions  of  the  high  cost  of  medical  care  may  have  conditioned  the 
respondents ' use  of  it . More  factual  information  can  be  gained  by  looking  at  the 
expenditures  designated  as  large.  Out-of-pocket  expenditures  of  $1,000  or  more  were 
reported  by  8 percent  and  of  $500  to  $1,000  by  15  percent  of  those  who  considered 
they  had  had  large  expenditures.  On  the  other  hand,  35  percent  reported  amounts 
less  than  $200.  This  is  considerably  less  than  the  average  expenditure  per  family 
but  under  some  circumstances  it  may  truly  be  large  in  relation  to  other  expenditures 
and  to  income.  Almost  half  of  those  -who  reported  having  had  large  expenditures 
either  were  completely  uninsured  (31  percent)  or  not  covered  for  the  eventuality 
that  caused  the  expense  (l6  percent). 

A further  indication  of  the  "smoothing"  effect  of  insurance  can  be  seen  in  a 
survey  conducted  as  part  of  the  National  Health  Survey  program.  5/  Among  all 
patients  discharged  from  short- stay  hospitals  in  the  2-year  period  July  1958-June 
i960,  68  percent  had  some  portion  of  the  hospital  bill  paid  by  insurance  and  51 
percent  had  three-fourths  or  more  paid.  (See  table  1.)  This  does  indeed  indicate 
that  the  financial  impact  of  illness  is  being  smoothed  out.  All  segments  of  the 
population  are  not  faring  equally  will,  however.  Men  were  more  likely  to  benefit 
than  women.  Persons  in  the  middle  years  (45-64)  were  most  likely  to  benefit;  those 
over  65  least  likely.  Of  particular  interest  to  this  audience  will  be  the  fact  that 
only  55  percent  of  rural  farm  residents  had  some  part  of  their  hospital  bill  paid  as 
against  70  percent  of  urban  residents  and  72  percent  of  rural  nonfarm  residents . 

The  greatest  variation  occurred  by  income  class,  those  needing  the  cushioning  effect 
of  insurance  getting  it  least.  Only  40  percent  of  discharged  persons  with  family 
incomes  under  $2,000  received  some  insurance  payment  on  their  hospital  bills  com- 
pared with  8l  percent  among  those  with  family  incomes  of  $7,000  or  more. 


Factors  affecting  the  Level  of  Medical  Care  Expenditures 

The  explanation  for  increased  spending  for  medical  care  is  at  least  four-fold. 


4/  Katona,  George,  Charles  A.  Lininger,  and  Richard  F.  Kosobud,  1962  Survey  of 
Consumer  Finances,  Ann  Arbor,  1963. 

5/  "Proportion  of  Hospital  Bill  Paid  by  Insurance,  Patients  Discharged  from 
Short-Stay  Hospitals,"  Series  B,  No.  30  of  Health  Statistics  from  the  U.S.  National 
Health  Survey,  U.S.  Department  of  Health,  Education,  and  Welfare,  Washington,  1961. 
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Table  1. --Percent  of  persons  discharged  from  short-stay  hospitals  who  had  any  in-  j 
surance  payment  for  the  hospital  hill;  percent  who  had  3/4  or  more  of  their  hill  | 
paid  hy  insurance;  and  percent  of  those  with  any  insurance  payment  who  had  3/4  or  j 
more  of  the  hill  paid  hy  insurance  hy  sex  and  age:  United  States,  July  1958-June 

i960 


1 

Total  discharges 

! 

j Percent  of 
i discharges 
! with  any 

Sex  and  age 

Percent 
with  any 
insurance 
payment 
'for  the  hill 

! Percent 
[with  3/4  or 
| more  of 
bill  paid  hy 
insurance 

1 insurance  pay- 
iment  who  had  | 
j 3/4  or  more  ofj 
ithe  hill  paid 
[hy  insurance 

Both  sexes 

All  ages  

68.0 

51.3 

I 

1 . 

75-4 

Under  15  

72.1 

58.3 

80.9 

15-44  

66.9 

50.6 

75-6 

45-64  

76.O 

58.0 

76.3 

65+  

51.2 

30.3 

59-2 

Male 

All  ages  

70.6 

55.7 

78.9 

Under  15  

15-44  

70.7 

74.7 

57-0 

62.2 

30.6 

83.3 

45-64  

75.5 

59-1 

78.3 

65+  

53-1 

33.4 

62.9 

Female 

All  ages  

66.4 

48.7 

73-3 

Under  15  

73-9 

59-9 

81.1  ! 

15-44  

64.5 

47.1 

73.0  | 

45-64  

76.4 

56.9 

74.5 

65+  

49.3 

1 

1 1 

27.3 

1 

55-4  | 

Source:  Health  Statistics  from  the  U.S.  National  Health  Survey,  Series  B,  No.  30, 
Department  of  Health,  Education,  and  Welfare. 


Price  changes. — This  explanation  comes  first  to  mind,  since  the  fact  that  the 
medical  care  index  is  currently  the  fastest  rising  component  of  the  Consumer  Price 
Index  has  received  much  publicity.  Price  change  is  by  no  means  the  whole  explanation, 
however.  Chart  1 shows  that  between  1950  and  1962  medical  care  prices  rose  56  per- 
cent. In  the  same  period,  per  capita  medical  care  expenditures  rose  105  percent  in 
the  Commerce  series  on  personal  consumption  expenditures . 

[Prices  of  all  types  of  medical  care  have  not  risen  at  the  same  rate.  (See 
chart  2.)  Over  the  period  we  are  discussing,  hospital  rates  have  shown  one  of  the 
steepest  rises  and  currently  are  going  up  very  sharply.  The  price  of  hospitalization 
insurance  over  the  whole  period  has  risen  even  more  sharply.  It  appeared  to  be 
leveling  off  recently,  but  the  pressure  of  hospital  rates  has  forced  it  up  again. 

Changing  needs . --Another  of  the  factors  behind  our  increased  spending  for 
medical  care  has  already  been  discussed  on  these  programs--our  aging  population. 

The  need  for  medical  care  increases  with  age.  In  particular,  older  people  need 
more  of  the  more  expensive  kinds,  like  hospital  care. 

(While  our  senior  citizens  are  currently  pushing  up  our  medical  bill,  our  present 
junior  citizens  will  be  contributing  to  the  high  level  soon.  The  babies  born  in 
[ 19^4-Y,  the  "Baby  Boom"  year,  are  now  1 6 years  old.  If  the  girls  among  them,  and  their 
younger  sisters  who  are  almost  as  numerous,  marry  and  have  their  families  at  the 
1 early  age  that  is  the  current  pattern,  in  the  later  part  of  this  decade  we  will  have 
another  baby  boom  of  considerable  size. 

Increased  ability  to  pay  for  medical  care. --In  the  decade  that  we  have  been 
talking  about- -I95O-I96O- -real  income  rose  35  percent.  This  in  itself  would  permit 
1 some  expansion  in  spending  for  medical  care.  The  possibility  for  increased  spending 
1!  is,  however,  even  greater  than  this  gain  indicates.  As  income  increases,  the  pres- 
sure to  provide  food,  housing  and  clothing  becomes  less  severe  and  other  categories 
can  expand  their  share  of  total  spending.  This  lessening  of  pressure  can  be  seen  in 
shifts  in  urban  spending  between  1950  and  i960.  The  importance  of  food  in  the 
budget  dropped  sharply  (from  29.7  to  2k. k percent)  and  there  was  a smaller  decrease 
jin  the  importance  of  clothing  (from  11. 5 to  10.2  percent).  Because  of  other  changes 
j such  as  the  ending  of  price  controls  carried  over  from  World  War  II,  increases  in 
j real  estate  taxes  and  the  assumption  of  many  new  mortgages,  the  share  taken  by 
shelter  rose  rather  than  declined.  Nevertheless,  over  the  decade  the  proportion  of 
i total  spending  taken  by  food,  housing,  and  clothing  in  combination  decreased,  making 
j possible  an  increase  in  spending  for  other  categories  of  family  living  proportionally 
I greater  than  the  rise  in  income  over  the  period. 

Changing  practices  and  standards. — This  is  a coin  with  two  faces.  On  the  one 
! side,  the  side  of  the  medical  professions,  we  have  had  tremendous  developments  in 
medical  science.  These,  by  and  large,  tend  to  push  up  the  cost  of  medical  care. 

The  new  drugs,  the  more  elaborate  diagnostic  procedures,  the  team  approach  to  the 
treatment  of  disease,  and  the  new  surgical  procedures,  all  cost  more  than  the  old 
sways.  On  the  other  side  of  the  coin,  the  side  of  the  general  public,  we  have  an 
i increasing  recognition  of  the  value  of  spending  for  medical  care . We  have  been 
‘ educated  to  want  a high  level  of  medical  care  and  to  be  willing  to  pay  for  it  even 
though  we  may  protest  loudly  as  we  pay. 

For  a measure  of  this  double  change  in  our  standards,  let  us  look  first  at 
hospital  utilization  rates.  In  1950  out  of  every  1,000  persons  in  the  population, 

110  were  admitted  to  general  hospitals  (all  types  other  than  mental  and  tuberculosis) 
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and  they  stayed  an  average  of  10.6  days.  In  i960,  136  persons  per  .1,000  entered 
hospitals  and  stayed  an  average  of  9-3  days.  The  combination  of  more  admissions 
and  shorter  stays  in  i960  results  in  an  increase  of  9 percent  in  person-days  of 
hospitalization  per  1,000  persons.  (When  we  relate  the  change  in  utilization  to 
the  change  in  expenditures  for  hospitalization,  however,  we  have  to  take  into 
account  the  2k  percent  increase  in  the  admission  rate  as  well  as  the  9 percent  in- 
crease in  the  rate  of  utilization.  Costs  are  considerably  higher  in  the  first  few 
days  of  hospitalization  since  elaborate  procedures  tend  to  be  concentrated  there.) 

Further  evidence  in  the  change  in  our  standards  regarding  medical  care  can  be 
seen  in  the  change  in  the  utilization  of  physicians 1 and  dentists 1 services  over  a 
period  of  approximately  20  years.  In  I928-3.I;  the  average  person  saw  a doctor 
three  times  a year  and  less  than  one  person  in  three  saw  a dentist  within  the  year.  6; 
By  1957-59*  we  were  making  five  visits  per  year  to  doctors  and  1. 5 to  dentists.  7/  | 

Few  Developments 

Wow  lest  I leave  the  impression  that  medical  care  expenses  will  sky  rocket  in 
the  years  to  come,  I would  like  in  closing  to  point  out  a few  developments  that  will  jj 
ameliorate  the  rise. 

First  let  me  mention  a program  that  will  transfer  some  of  the  costs  from  the 
individual  consumer  to  the  public  at  large.  The  Kerr -Mills  Act  provides  Medical 
Assistance  for  the  Aged  through  grants-in-aid  to  the  States  as  part  of  the  public 
assistance  program.  As  of  July  of  this  year,  28  States,  the  District  of  Columbia, 
the  Virgin  Islands,  Puerto  Rico,  and  Guam  had  programs  in  operation  under  this  act. 
The  content  of  the  State  programs  varies  considerably,  but  the  money  can  be  used  to 
pay  for  care  received  by  recipients  of  Old  Age  Assistance  and  by  the  "medically 
indigent "--those  able  to  support  themselves  from  their  own  resources  except  for 
medical  care. 

The  Administration  proposes  a somewhat  similar  program  but  ties  it  to  Social 
Security  both  as  to  eligibility  and  financing. 

There  are  also  efforts  to  make  health  insurance  more  available  to  those  over 
65.  More  than  half  the  employees  now  covered  by  industrial  group  health  insurance 
plans  can  keep  uheir  insurance  after  retirement  and  this  feature  is  being  written 
into  a very  high  proportion  of  new  industrial  group  policies.  This,  however,  will 
help  future  more  than  present  retirees. 

Of  more  interest  to  the  latter  group  is  the  "guaranteed"  insurance  being  offered 
those  over  65  by  both  commercial  insurers  and  Blue  Cross -Blue  Shield.  By  "guaran- 
teed" is  meant  that  the  applicant  is  accepted  without  regard  to  his  health  status. 


6/  Collins,  Selwyn  D.,  The  Incidence  of  Illness  and  The  Volume  of  Medical  Services 
Among  9; 000  Canvassed  Families.  Federal  Security  Agency,  Washington,  19^-. 

7/  Volume  of  Physician  Visits,  Series  B,  No.  19  of  Health  Statistics  from  the  U.S. 
National  Health  Survey,  Department  of  Health,  Education,  and  Welfare,  Washington, 

i960. 

Dental  Care,  Interval  and  Frequency  of  Visits,  Series  B,  No.  l4  of  Health 
Statistics  from  the  U.S.  National  Health  Survey,  Department  of  Health,  Education, 
and  Welfare,  Washington,  i960. 
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Premiums  foi*  this  insurance  are  higher  than  for  younger  persons,  of  course,  hut 
are  said  to  be  roughly  comparable  to  plans  for  the  elderly  that  select  only  the  good- 
risk  individuals.  There  is  considerable  variation  in  premiums  and  coverage,  but  as 
pome  indication  of  what  is  available,  one  state  plan,  a commercial  one  is  of  in- 
terest. For  $19  per  month  an  individual  gets  a basic  policy  paying  up  to  $18  per 
day  for  31  days  for  hospitalization  and  $250  for  surgery,  and  a second  policy  pro- 
viding major  medical  coverage  of  $3,600  per  year  and  $10,000  in  his  lifetime.  There 
is  a "cash  deductible"  of  $75  and  a self-insuring  feature  on  the  major  medical- 
coverage  as  on  most  major  medical  policies. 

These  are  very  good  terms  considering  the  risk.  It  has  taken  special  effort  on 
the  part  of  the  insurers  to  offer  coverage  like  this.  Processing  expenses  are  kept 
to  a minimum  by  offering  only  one  set  of  policies.  In  some  cases  a less  unfavorable 
selection  of  risks  is  obtained  by  limiting  sales  or  enrollments  to  a part  of  each 
year.  Moreover,  even  the  commercial  companies  do  not  expect  to  make  a profit  on 
this  business  and  frequently  subsidize  it  by  assessing  no  overhead  charges  against 
it. 

Efforts  to  cut  costs  for  all,  regardless  of  age,  understandably  center  around 
the  hospital  and  its  use.  There  are  efforts  under  way  to  investigate  the  extent  of 
.abuse  of  hospitalization  insurance  and  to  correct  it.  To  reduce  the  cost  of  legiti- 
mate use  of  hospitals,  plant  and  operation  are  undergoing  widespread  scrutiny.  Ef- 
forts in  this  direction  are  diverse  in  nature.  They  range  from  such  detail  as  the 
'proposed  use  of  disposable  sheets  in  place  of  conventional  textiles  to  reduce  laundry 
'charges  (reported  by  Virginia  Britton  earlier  today)  to  radical  redesigning  of  hos- 
pitals themselves . A type  of  redesigning  receiving  much  attention  provides  separate 
; areas  for  patients  based  on  the  amount  of  care  they  need.  Under  this  system  you  find 
at  the  one  extreme  the  intensive  care  center.  This  provides  emergency  equipment  and 
'Constant  nursing  care  on  a group  basis  to  patients  while  they  are  in  a critical  con- 
dition, thus  eliminating  the  need  for  private  duty  nurses  and  reducing  the  amount  of 
equipment  needed.  At  the  other  extreme  is  the  self-care  unit  for  persons  needing 
the  facilities  of  a hospital  but  able  to  be  up  and  around. 

And  to  return  to  the  Outlook  in  closing,  may  I summarize  by  pointing  out  that 
high  grade  medical  care  is  part  of  a high  level  of  living.  In  as  much  as  we  all 
look  forward  to  a constantly  rising  level  of  living,  we  can  expect  an  increasing 
outlay  for  medical  care. 


Chart  1 


Chart  2 
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The  Outlook  for  Peanuts  in  1963-64 
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The  supply  of  peanuts  (farmers’  stock  basis)  during  the  1963-64  marketing 
year  that  began  August  1,  1963,  is  placed  at  2,310  million  pounds,  6 percent  more 
than  the  year  before  and  the  largest  since  the  1948-49  season.  The  increase  is  at- 
tributed to  the  larger  crop,  since  starting  stocks  were  about  the  same  as  a year 
earlier.  The  1963  peanut  crop  sharply  exceeds  edible  requirements,  and  CCC  will 
acquire  the  surplus  under  the  support  program. 


The  1963  peanut  crop  was  estimated  on  October  1 at  1,943  million  pounds  com- 
pared with  1,810  million  in  1962.  The  increase  is  due  entirely  to  record  yields  in 
the  Southeastern  area  of  the  peanut  belt,  since  yield  per  acre  and  production  are  down 
in  both  the  Virginia-Carolina  and  Southwestern  producing  areas.  The  U.  S.  average 
yield  per  acre  is  placed  at  1,387  pounds  and  exceeds  by  105  pounds  the  previous  record 
yield  in  1962.  The  1963  acreage  picked  and  threshed  at  1,401,000  acres  was  about 
the  same  as  last  year.  Acreage  allotments  for  1963-crop  peanuts  were  again  at  the 


Peanut  Supply  Greatest  Since  1948; 
1963-64  Usage  to  Increase  Slightly 
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legal  minimum  of  1,610,000  acres  for  picking  and  threshing.  Because  of  the  long- 
term uptrend  in  yields,  production  of  peanuts  from  the  minimum  allotment  during 
most  years  provides  a surplus  above  edible  requirements  even  though  population  is 
increasing. 


The  1963-64  outlook  is  for  peanut  prices  to  producers  to  average  around  11.2 
cents  per  pound  compared  with  11.0  cents  in  1962-63.  Farm  prices,  as  in  recent 
years,  are  likely  to  average  near  the  CCC  support  rate.  Prices  to  farmers  for  1963 
crop  Spanish  and  Runner  type  peanuts  so  far  this  season  are  averaging  at  about  the 
support  level  and  6 percent  above  last  year.  Virginia-Carolina  peanuts  have  just 
started  to  move  in  volume  and  prices  are  also  running  near  the  1963  loan  rate. 


The  1963-crop  peanuts  are  being  supported  at  a national  average  of  $224.00 
per  ton  (11.2  cents  per  pound)  compared  with  $221,40  per  ton  (11.1  cents  per  pound) 
for  the  1962  crop.  The  1963  support  price  is  80  percent  of  parity.  Support  by  type 
is  as  follows:  Virginia,  $236.86  per  ton;  Runner,  $211.24;  Southeast  Spanish,  $228.98; 
Southwest  Spanish,  $219.70;  and  Valencia  (suitable  for  cleaning  and  roasting),  $236.86. 

Principal  provisions  of  the  1963  program  are  similar  to  those  of  the  1962  crop. 
Support  will  be  available  by  means  of  warehouse  storage  loans  to  grower  associations, 
farm  storage  loans,  and  purchase  agreements  to  producers.  Loans  and  purchase 
agreements  are  available  from  time  of  harvest  through  January  31,  1964.  Loans  will 
mature  May  31,  1964,  or  earlier  on  demand  by  CCC. 
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Civilian  consumption  of  peanuts  has  increased  in  recent  years,  rising  from  5.8 
pounds  per  person  in  1955-56  to  7.0  pounds,  farmers’  stock  basis  (5.0  pounds  shelled 
basis)  in  1962-63.  Supplies  of  peanuts  in  most  years  are  plentiful  and  prices  to  growers 
average  near  support.  Of  the  7 pounds  per  capita,  about  6 are  consumed  in  the  form 
of  peanut  butter,  salted  peanuts,  and  in  candy.  The  other  pound  is  divided  almost 
equally  between  roasted  peanuts  (the  ball-park  type)  and  those  consumed  as  food  on 
farms. 


The  consumption  rate  of  7.0  pounds  per  person  is  expected  to  continue  during 
the  1963-64  marketing  year.  With  increased  population,  this  means  that  total  con- 
sumption will  rise  slightly.  Assuming  a 2 percent  increase  in  total  peanut  consumption 
and  about  the  same  farm  use  as  in  recent  years,  around  450  million  pounds  or  about 
23  percent  of  the  1963  peanut  crop  will  be  acquired  by  CCC.  Both  peanut  crushings 
during  1963-64  and  carryover  stocks  on  July  31,  1964,  are  expected  to  increase,  the 
extent  of  which  will  mainly  depend  upon  the  CCC  diversion  policy.  The  Corporation 
will  continue  to  purchase  peanut  butter  on  the  open  market  for  distribution  to  the 
school  lunch  program  and  needy  persons.  This  is  also  considered  part  of  the  CCC 
diversion  program  for  surplus  peanuts. 


CCC  Likely  to  Acquire  One-fifth 
of  1963  Peanut  Production 
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Economic  outlook  information  for  peanuts  is  published  regularly 
in  the  Fats  and  Oils  Situation,  a processed  publication  by  the 
Economic  Research  Service,  Economic  and  Statistical  Analysis 
Division.  This  statement  is  a summary  from  the  1964  Outlook 
Issue,  FOS-220  for  November  1963. 


Edible  Uses  of  Peanuts  Rising  Slowly;  Peanut 
Butter  Accounts  for  One-half  of  Total  Consumption 
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PRESENT  DAY  HOUSING  OF  U.  S.  FAMILIES 
Talk  by  Emma  G.  Holmes 

Consumer  and  Food  Economics  Research  Division 
at  the  klst  Annual  Agricultural  Outlook  Conference 
Washington,  D.  C.,  1:30  p.m.  Thursday,  November  21,  1963 


Home  building  and  improvement  activities  have  continued  at  a high  level 
during  the  past  decade  or  so,  with  gratifying  results  in  terms  of  better  housing 
for  U.S.  families.  According  to  Housing  Census  reports,  a much  larger  proportion 
of  families  in  i960  than  in  1950  were  living  in  homes  that  were  structurally 
sound,  adequate  in  size  for  the  needs  of  their  occupants,  and  provided  with  all 
the  plumbing  facilities  considered  necessary  for  modern  living.  Contributing  to 
this  improvement  were  the  large  amount  of  new  housing  built  during  the  decade, 
the  remodeling  and  modernization  of  many  old  homes,  and  the  removal  from  the 
housing  inventory  of  many  inadequate  units  . 

More  than  a fourth  of  the  58  million  housing  units  in  existence  in  early 
i960  had  been  built  during  the  preceding  10  years . The  new  homes  were  somewhat 
larger,  on  the  average,  than  those  built  before  1950.  Also,  they  were  much  more 
likely  to  have  modern  sanitary  facilities.  Chart  1 shows  how  homes  built  since 
1950  compared  with  those  built  before  1950  in  the  matter  of  bathrooms . Outside 
of  the  metropolitan  areas,  17  percent  of  the  units  built  since  1950  lacked  a 
private  bathroom,  whereas  36  percent  of  those  built  before  1950  were  without  a 
bathroom. 

By  i960  approximately  1 out  of  every  10  housing  units  in  existence  in  1950 
had  been  torn  down;  destroyed  by  fire,  flood,  or  tornado;  merged  with  other 
units  to  form  larger  ones;  or  converted  to  commercial  or  other  uses.  Since  these 
were  likely  to  be  units  that  were  poor  or  inadequate  in  some  respect,  their 
removal  helped  with  the  upgrading  of  the  stock  of  housing. 

Improvement  in  the  quality  of  housing  is  reflected  in  increasing  housing 
values  between  1950  and  i960.  The  median  value  of  owner-occupied  nonfarm  homes 
was  $12,200  in  December  1959;  compared  with  $7, ^-00  in  April  1950.  The  increase 
of  65  percent  in  median  value  during  a period  when  building  costs  rose  approxi- 
mately 35  percent  was  due  partly  to  the  building  of  houses  with  more  bedrooms, 
bathrooms,  recreation  and  family  rooms,  and  more  of  many  luxury  features.  Rising 
rents  also  reflected  in  part  the  provision  of  more  conveniences  and  luxury 
features  in  apartments . 

About  a third  of  the  homes  in  i960  were  occupied  by  families  or  individuals  who 
had  moved  in  since  early  1958*  Many  of  those  who  moved  from  an  owner-occupied 
nonfarm  home  went  to  another  owner -occupied  nonfarm  home,  valued  at  a higher 
price  than  the  old  one . This  same  type  of  "trading  up"  was  also  apparent  for 
many  of  those  who  moved  from  one  rented  unit  to  another . 


As  a result  of  the  various  kinds  of  housing  activities,  the  supply  of  housing 
was  ample  to  allow  for  some  spreading  out . The  number  of  occupied  housing  units 
was  23  percent  greater  in  i960  than  1950,  while  the  population  was  less  than  20 
percent  greater . Particularly  notable  was  the  increase  in  single  individuals 
maintaining  their  own  households  . About  13  percent  of  all  housing  units  (21 
percent  of  the  rented,  9 percent  of  the  owner-occupied)  were  occupied  by  a person 
living  alone  in  i960,  compared  with  9 percent  in  1950.  More  than  half  of  these 
persons  living  alone  were  over  60  years  of  age . More  married  couples  were  keeping 
house  in  their  own  quarters  instead  of  living  "doubled  up"  with  others,  also. 

The  average  number  of  persons  occupying  a housing  unit  was  3*3  in  i960,  and 
3 .4  in  1950 . The  combination  of  slightly  smaller  households  and  larger  housing 
units  meant  fewer  crowded  homes  . Units  with  more  than  one  occupant  per  room 
declined  from  1 6 percent  of  the  total  in  1950  to  12  percent  in  i960.  Units  with 
more  than  1.5  persons  per  room  --  these  are  considered  "overcrowded"  --  declined 
from  6 to  4 percent . 

Linked  with  the  improvement  in  the  housing  of  the  Nation's  families  was  an 
increase  in  home  ownership . Census  data  have  always  shown  a tendency  for  owner- 
occupied  homes  to  rate  higher  than  rented  ones  in  condition,  and  in  adequacy  of 
size  and  facilities.  Ownership  was  encouraged  in  the  1950's  by  the  plentiful 
supply  of  new  houses,  the  availability  of  mortgage  financing  on  favorable  terms, 
and  good  incomes . By  i960,  62  percent  of  the  housing  units  were  occupied  by 
their  owners,  up  from  55  percent  in  1950.  Almost  three-fifths  of  the  owner- 
occupied  nonfarm  homes  were  mortgaged,  and  9 out  of  10  of  the  mortgages  had  been 
assumed  since  the  beginning  of  1950. 

Rural  housing .--About  20  years  ago  I wrote  a paper  on  rural  housing  for  which 
I used  data  from  the  1940  census . I reread  it  recently  to  see  how  much  things 
had  changed  since  then.  One  of  the  introductory  statements  was  "Farm  homes  in 
general  lag  far  behind  others  in  convenience  and  adequacy."  1 / Today,  according 
to  the  i960  census,  there  is  still  some  lag,  but  much  less  than  two  decades  ago. 

For  example,  the  percentage  of  "crowded"  farm  homes  (more  than  1 person  per 
room)  was  down  from  30  in  1940  to  l4  in  i960;  the  percentage  with  electricity 
was  up  from  31  to  almost  100;  piped  running  water  up  from  l8  to  75;  and  private 
bathing  facilities  and  flush  toilet  up  from  about  12  to  62  percent . 

In  1940,  only  15  percent  of  the  farm  homemakers  were  fortunate  enough  to  have 
a mechanical  refrigerator . Two  decades  later  the  refrigerator  was  an  indispen- 
sable fixture  of  practically  every  farm  home.  Moreover,  more  than  half  (53 
percent)  of  the  farm  homes  had  the  added  convenience  of  a home  freezer.  (See 
chart  2) 


l/  Holmes,  E.  G.  and  Angle,  G.  M.,  The  Need  for  Rural  Housing,  USDA,  ARS 
(mimeographed)  April  1944. 
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Farm  housing  compared  much  more  favorably  with  rural  nonfarm  housing  in  i960 
than  in  1940  or  1950*  Farm  houses  in  the  Northeast,  North  Central,  and  Western 
regions  were  a good  match  for  the  rural  nonfarm  homes,  insofar  as  the  percentage 
having  sound  structural  condition,  all  plumbing  facilities,  telephones,  and  some 
of  the  other  household  equipment  enumerated  in  the  i960  census,  and  they  were  less 
likely  to  be  crowded.  In  the  South,  however,  although  striking  gains  had  been 
made,  farm  housing  still  appeared  less  adequate  than  rural  nonfarm  units  in  the 
region.  Farm  housing  in  the  South  was  also  less  adequate  than  that  in  the  other 
three  regions.  Southern  farm  housing  is  an  important  component  of  the  U.S. 
total,  because  42  percent  of  all  occupied  farm  housing  units  are  located  in  this 
region . 


New  construction  had  a relatively  unimportant  part  in  the  upgrading  of  farm 
housing,  since  only  12  percent  of  the  farmhouses  in  the  i960  count  had  been  built 
since  1950,  compared  with  31  percent  of  the  rural  nonfarm  units.  Undoubtedly 
many  older  farm  homes  had  been  modernized  and  provided  with  up-to-date  household 
equipment  during  the  decade,  though  we  have  no  data  to  tell  how  many.  An  even 
more  important  factor,  perhaps,  in  raising  the  general  level  of  farm  housing 
and  evening  up  the  score  between  farm  and  rural  nonfarm  dwellings  was  the  shifting 
of  many  houses  on  poor  land  and  small  acreages  from  the  farm  to  the  rural  non- 
farm inventory.  This  shifting  occurred  as  the  land  was  taken  out  of  farming, 
combined  with  other  farm  units  to  form  larger  farms,  or  reclassified  as  nonfarm 
by  the  new  Census  definitions  used  in  i960.  The  number  of  occupied  farmhouses 
in  i960  was  down  to  about  three-fifths  of  the  1950  total. 


Inadequate  housing . --Although  U.  S.  housing  as  a whole  has  been  undergoing 
a general  facelifting,  many  families  and  individuals  still  do  not  enjoy  the 
advantages  of  adequate  housing.  One-fourth  of  the  housing  units  in  i960  were 
structurally  unsound  or  lacking  one  or  more  essential  facilities . These  included 
the  5 percent  that  were  reported  to  be  "dilapidated"  --  that  is  with  "defects  so 
critical  and  widespread  that  the  structure  should  be  extensively  repaired,  rebuilt, 
or  torn  down."  2 / Also,  approximately  1 out  of  every  9 housing  units  failed  to 
meet  the  generally  accepted  standard  for  space  adequacy  because  it  had  less  than 
1 room  per  occupant.  On  the  whole,  the  structural  condition  of  housing  was  poorer 
in  rural  than  urban  areas,  and  in  rented  than  owner-occupied  properties,  whether 
urban  or  rural.  (See  chart  3) 


Housing  units  occupied  by  nonwhite  persons  (about  10  percent  of  all  units  in 
i960)  rated  lower  in  every  respect  than  other  housing.  Nonwhite  owners  were 
better  housed  than  renters,  but  only  38  percent  owned  their  homes,  in  comparison 
with  the  62  percent  U.  S.  total.  Crowding  was  common  in  nonwhite  homes,  for  28 
I percent  of  them  housed  more  than  1 person  per  room,  and  l4  percent  more  than  1-5 
S persons  per  room  (corresponding  figures  for  the  U.  S.  as  a whole  were  12  percent 
land  4 percent  here).  Only  49  percent  of  the  units  occupied  by  nonwhites  were 
I reported  to  be  sound  and  provided  with  all  plumbing  equipment,  in  contrast  with 


2/  U.S.  Census  of  Housing  i960.  U.  S.  Summary:  States  and  Small  Areas . 
6HC  (l)  No.  1.  p.  LXIII . 


74  percent  for  all  units . Only  about  two-thirds  of  the  homes  of  nonwhite  persons 
had  a private  flush  toilet,  and  three-fifths  a bathroom  for  the  private  use  of 
the  occupants . 

According  to  a special  analysis  of  i960  Census  data  prepared  by  the  Housing 
and  Home  Finance  Agency,  older  people  (60  years  of  age  and  over)  are  somewhat 
more  likely  than  younger  ones  to  live  in  homes  that  are  structurally  unsound  or 
lacking  facilities.  However,  by  the  time  they  reach  60  many  are  living  in  1-  or 
2-person  households,  so  crowding  is  not  usually  a problem  for  them. 

The  poorer  housing  of  the  nonwhite,  the  elderly,  and  the  rural  family  is  due 
in  part,  of  course,  to  the  lower  income  levels  of  these  groups.  The  i960  census 
provides  evidence  of  the  relationship  between  income  and  certain  housing 
characteristics  for  owners  and  renters  on  farms  and  in  rural  nonfarm  areas.  For 
example,  it  shows  that  only  40  percent  of  the  farm  owner -occupants  with  incomes 
under  $2,000  had  homes  that  were  sound  and  provided  with  all  plumbing  facilities, 
compared  with  83  percent  of  those  with  $10,000  or  more. 

Facilities  for  rural  homes  . — Data  were  obtained  in  i960  for  the  first  time  in 
a U.  S.  census  about  the  source  of  water  and  method  of  sewage  disposal  for  homes 
in  rural  areas  and  places  with  up  to  50,000  population.  These  show  the  extent 
to  which  these  utilities  are  still  the  responsibility  of  the  individual  householder 
in  rural  areas . Individual  wells  were  the  source  of  water  for  8 out  of  10  farm 
and  5 out  of  10  rural  nonfarm  homes.  (See  chart  4)  In  addition,  about  1 out  of 
every  10  rural  homes --farm  and  nonfarm- -used  water  from  springs,  creeks,  rivers, 
ponds,  lakes,  and  such.  Sewage  was  disposed  of  by  means  of  septic  tanks  or 
cesspools  for  6 out  of  every  10  farm  homes  and  almost  as  many  rural  nonfarm 
dwellings . Connections  with  public  sewage  systems  were  reported  by  about  1 percent 
of  the  farm  and  17  percent  of  the  nonfarm  rural  housing  units . This  left  a large  k 
proportion  of  each  group  to  resort  to  other  ways  of  disposing  of  waste,  described 
in  the  census  report  as  "other  or  none" --meaning,  I assume,  such  arrangements  as 
use  of  privies  and  discharging  waste  into  streams,  lakes  and  ponds,  or  onto  the 
ground . 

As  population  increases  and  what  used  to  be  sparsely  settled  open  country 
becomes  closely  settled  suburban  and  urban  fringe  housing  areas,  problems  of 
water  supply  and  sewage  disposal  are  becoming  matters  of  urgent  community  concern.  ; 
More  about  these  problems  and  what  can  or  is  being  done  to  solve  them  will  be 
discussed  later  this  afternoon. 

Additional  housing  census  data  available .--Much  information  is  available  in 
the  Census  volumes  that  I have  not  included  in  this  brief  discussion,  of  course . 

For  example,  they  give  distributions  of  housing  units  by  number  of  rooms,  number 
of  bedrooms  and  bathrooms,  type  of  fuel  used  for  cooking  and  for  heating,  and 
type  of  heating  equipment . An  entire  volume  is  devoted  to  rural  housing,  and 
another  to  the  financing  of  homeowner  properties . 
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There  has  been  time  this  afternoon  for  only  a bird's  eye  view  of  U.  S.  housing 
as  a whole.  However,  I know  that  your  main  concern  is  with  conditions  closer  to 
home--in  your  own  region  and  State.  This  information  is  available  to  you  in  the 
Census  publications,  but  many  of  the  data  you  may  want  to  use  are  given  in  numbers 
of  housing  units  rather  than  percentages,  and  are  therefore  not  directly  usable 
for  describing  situations  or  making  comparisons.  We  have  done  some  of  the 
necessary  calculations  and  are  giving  you  tables  showing  figures  for  each  region 
and  State . Data  are  also  available  in  the  Census  reports  for  each  of  the 
metropolitan  areas  in  your  State,  for  the  individual  cities,  for  counties,  and  for 
towns  and  villages  with  a population  of  1,000  or  more.  The  data  for  the  smaller 
areas--town  and  villages  and  counties  outside  the  metropolitan  areas--are  less 
complete  than  those  given  for  the  larger  areas . 

A list  of  the  i960  Census  of  Housing  volumes  referred  to  in  this  paper,  with 
notations  about  their  contents,  follows . 

1.  United  States  Summary:  States  and  Small  Areas  (HC-1,  Wo.  l) . General 
characteristics  of  housing  for  the  United  States,  by  urbanization;  for 
regions  and  subdivisions;  for  cities  of  100,000  or  more. 

2.  State  summaries  (one  for  each  State  and  the  District  of  Columbia)  (HC-1, 

Wos . 2-52).  General  characteristics  of  housing  for  the  State,  by 
urbanization;  for  counties;  for  places  with  population  of  1,000  or  more. 

3.  United  States  and  Regions:  Components  of  Inventory  Change  - 

Part  1A:  1950-1959  Components  [HC-^,  Part  lA-l) 

Part  IB:  Inventory  Characteristics  (HC-4,  Part  lB-l) 

Data  on  the  counts  and  characteristics  of  the  components  of  change  in  the 
housing  inventory,  1950-59-  Data  relate  to  such  components  as  new 
construction,  conversions,  mergers,  demolitions,  and  other  losses,  and 
dwelling  units  that  were  the  same  in  1950  and  1959- 

b . Rural  Housing  (Volume  V) 

Selected  characteristics  of  rural  nonfarm  and  farm  housing,  cross  classified 
with  number  of  rooms,  condition  and  plumbing  facilities,  income  of  occupants, 
and  year  built.  Data  are  given  for  owner-  and  renter-occupied  units  in  the 
United  States  and  each  of  the  121  economic  subregions . (Economic  subregions 
are  groups  of  counties  with  similar  physical,  economic,  and  social 
characteristics,  and  may  cut  across  State  lines.) 

5-  Residential  Finance:  Homeowner  Properties  (Volume  V,  Part  l) 

Mortgage  status  of  single -family,  owner-occupied  nonfarm  homes. 

6 . Senior  Citizens  and  How  they  Live--An  Analysis  of  i960  Census  Data. 

Part  I:  The  National  Scene.  (July  1962)  (processed)  Housing  and  Home 

Finance  Agency. 
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UNITED  STATES  DEPARTMENT  OF  AGRICULTURE 
Agricultural  Research  Service 

HOUSING,  HOUSEHOLD  FURNISHINGS  AND  EQUIPMENT 
Supplies,  Prices,  and  Outlook  for  1964 

Talk  by  Mary  Jane  Ellis 
Consumer  and  Food  Economics  Research  Division 
at  the  4lst  Annual  Agricultural  Outlook  Conference 
Washington,  D.C.,  2:00  P.M.,  Thursday,  November  21,  1963 


Maintaining  the  homes  we  live  in  takes  a larger  share  of  total  spending  than 
any  other  category  of  consumption.  Urban  families  in  i960  spent  30  percent  of  their 
total  expenditures  for  current  living  on  housing,  including  furnishings,  equipment 
and  household  operation.  Equity  in  an  owned  home  provides  many  of  these  families 
with  their  principal  financial  asset.  Home  mortgages  (along  with  auto  installment 
debt)  constitute  the  largest  item  in  the  liability  column,  l/  Thus,  housing  is  an 
important  item  in  family  financial  management. 

In  this  paper,  I shall  first  report  some  current  developments  in  the  supply  of 
housing  and  trends  in  prices.  Later,  I shall  summarize  available  information  on 
price  trends  and  new  developments  in  household  furnishings  and  equipment. 

The  housing  inventory  in  this  country  stood  at  58  million  units  in  i960.  At 
that  time  the  number  of  households  was  53  million.  From  i960  until  the  end  of  1963 
the  net  gain  to  the  housing  supply  from  new  construction  and  conversion  is  estimated 
at  about  5 million  units.  The  net  increase  in  households  is  estimated  at  about  4 
million.  Thus,  the  current  supply  allows  for  some  households  to  have  more  than  one 
residence  and  for  some  shifting  of  population.  But  housing  is  essentially  a space 
bound  commodity  that  must  serve  a geographically  mobile  population.  As  a conse- 
quence, at  any  one  point  in  time  or  place  the  supply  may  not  match  demand  even 
though  the  aggregate  number  of  units  exceeds  the  aggregate  number  of  households. 

Construction  of  new  homes,  rather  than  conversion,  has  been  the  biggest  factor 
in  the  expansion  of  the  national  housing  supply.  The  annual  volume  of  new  housing 
has  increased  each  year  in  the  1960*  s,  reaching  a total  of  just  under  1.5  million 
units  in  1962.  Thus  far  in  1963  the  rate  of  building  is  ahead  of  1962.  May  1963 
set  a record  high  for  nonfarm  housing  starts  2 / in  the  1960' s.  Such  high  volume  not 
only  makes  the  construction  business  happy  but  is  good  news  for  consumers  since  new 
housing  is  usually  superior  to  that  which  it  replaces. 


l/  Data  from  the  i960  Consumer  Expenditure  Survey  as  reported  by  Helen  H.  Lamale 
in  "Workers'  Wealth  and  Family  Living  Standards,"  Monthly  Labor  Review,  Vol.  86, 

No.  6,  June  1963,  pp.  676-686. 

2/  In  the  Census  Bureau's  monthly  C-20  reports,  "Housing  Starts,"  a housing  start 
is  defined  as  "the  start  of  construction  on  a new  housing  unit,  when  located  within 
a new  building  which  is  intended  primarily  as  a housekeeping  residential  building 
designed  for  nontransient  occupancy.  Start  of  construction  is  defined  as  the 

beginning  of  excavation  for  the  foundation’ of  a building."  Nonfarm  housing  starts 
account  for  about  98  percent  of  all  housing  starts.  Separate  tabulations  of  farm 
housing  starts  are  not  available. 


Only  a small  proportion  of  new  construction  in  the  1960’ s has  been  for  the 
lowest  income  group.  Federal,  state,  and  local  public  housing  projects  added  about: 
30,000  units  to  the  housing  supply  in  1962 — 2 percent  of  all  new  nonfarm  housing. 
Public  housing  starts  thus  far  in  1963  32,0  slightly,  ahead  of  those  of  1962. 

The  backbone  of  new  construction  is  in  the  single  family  house.  This  type  of  ; 
housing  accounted  for  73  percent  of  all  nonfarm  houses  started  in  1960-62.  However, 
the  annual  building  rate  for  single  family  houses  has  been  declining  in  the  1960* sj 
On  the  other  hand,  the  rate  of  apartment  house  construction  has  been  increasing  and 
has  furnished  much  of  the  current  housing  boom.  (See  table  1.) 

f 

Table  1. — Privately  owned  nonfarm  housing  units  started 


Type  of  unit 

1 i960  ) 



■ 1961  | 

-i 

' 1962 

First  4 months 
1963 

All  types  (thousands)  

1230  j 

1285  1 

1429 

44l 

1 -family  units  (thousands)  

972  ! 

946 

965 

279 

Share  of  total  (percent ) 

79  | 

74 

68 

63 

Change  from  previous  year  (percent ) . . 

NA  ! 

-3 

+2 

NA 

2 -family  units  (thousands)  

44  | 

44 

48 

13  1/ 

Share  of  total  (percent ) 

4 | 

3 

3 

3 

Change  from  previous  year  (percent)  .. 

NA  j 

0 

+9 

NA 

3-or-more  family  units  (thousands)  1 

214  ! 

295 

415 

149  1/ 

Share  of  total  (percent)  1 

! 17 1 

; 23 

29 

34  ~ 

Change  from  previous  year  (percent ) . . j 

i m ! 

1 +38 

J ! 

+4l 

NA 

Note:  Detail  may  not  add  due  to  rounding . 

l/  Estimated  distribution  of  total  162,000  2-or-more  family  units. 
Source:  U.S.  Department  of  Commerce,  Bureau  of  the  Census. 


Demographic,  economic,  and  sociological  reasons  have  been  advanced  to  explain 
the  apartment  house  boom  (the  3 -or -more -family  unit  structures  shown  in  table  1 are 
considered  apartment  houses  in  this  discussion).  Apartment  living  offers  advantage 
to  young,  newly-married  couples  and  to  older  families --two  groups  that  are  expected 
to  show  relatively  large  increases  in  the  next  decade.  Single -family  houses,  on  thj 
other  hand,  appeal  to  growing  families,  a group  that  is  expected  to  show  a rela-  : 
tively  smaller  increase  in  the  next  decade.  The  building  industry  is  aware  of  thesi 
population  trends.  It  is  also  aware  of  comparative  construction  costs.  An  apart- 
ment costs  only  60  percent  as  much  to  build  as  a comparable  single -family  home.  : 

Changes  in  the  market  for  existing  homes  also  determine  the  type  of  new  con-  ! 
struction.  The  housing  shortage  immediately  following  World  War  II  curtailed  some  j 
of  the  risks  of  homeownership . An  owner  could  dispose  of  his  home  on  short  notice  , 
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and  usually  at  a profit.  As  the  supply  of  single-family  homes  has  more  closely  ap- 
proached effective  demand,  disposal  of  a house  takes  longer  and  hopes  of  any  profit 
are  foregone.  It  is  this  kind  of  situation  that  tips  the  scale  in  favor  of  a de- 
cision to  rent  rather  than  to  buy.  This  is  especially  so  for  families  that  expect 
to  he  transferred  by  employers  or  to  move  for  other  reasons  (an  estimated  one -fifth 
of  the  population  moves  each  year). 

In  some  areas  the  apartment  house  boom  is  seen  as  a reaction  to  inconveniences 
caused  by  urban  sprawl  and  to  mounting  costs  of  homeownership . Others  see  apartment 
living,  particularly  in  the  choice  luxury  apartments,  as  a way  out  against  crabgrass 
or  as  evidence  of  revived  interest  in  the  more  sophisticated  pleasures  of  the  city! 

There  is  a new  trend  within  apartment  building — the  "high-rise"  luxury  class 
apartment  in  the  suburbs  for  those  who  want  the  best  of  both  worlds.  Local  govern- 
ments in  suburban  areas  are  beginning  to  look  favorably  at  this  type  of  development. 
The  high-rise  apartment  is  a rich  tax  source  and  an  efficient  use  of  space.  It  re- 
quires less  in  the  way  of  highways,  fire  protection  and  schools  (since  it  attracts 
childless  households)  than  a development  of  single-family  homes. 

Table  1 also  serves  to  spotlight  the  trend  in  homeownership  in  the  I9601 s.  The 
single -family  units  of  housing  starts  data  can  be  equated  with  the  owner-occupied 
; units  of  the  Housing  Census  and  the  multi-unit  starts  with  the  renter -occupied  units. 
In  the  1960* s,  an  increasingly  larger  share  of  the  new  housing  has  been  built  for 
the  renter  family.  This  could  mean  a stabilizing  of  owner/renter  ratios  or  even  the 
beginning  of  a decline  in  ownership  from  the  level  of  i960  when  62  percent  of  all 
j households  lived  in  housing  they  owned. 

More  of  the  new  nonfarm  housing  has  been  built  in  the  West  and  South  than  in 
either  the  Northeast  or  the  North  Central  regions  thus  far  in  the  1960* s.  The  rate 
I of  increase  in  nonfarm  starts  has  also  been  greater  in  the  West  and  South  than  in 
other  regions.  (See  table  2.) 

Regional  data,  of  course,  blur  the  great  differences  that  may  exist  among  states 
[within  a region  and  among  areas  within  a state.  Housing  starts  are  not  published 
for  individual  states.  However,  Census  does  provide  data  on  new  residential  con- 
jstruction  authorized  in  permit  issuing  places.  This  building  permit  series  covers 

If!about  five-sixths  of  all  starts  and  reveals  the  geographical  pattern  in  building. 

In  1962,  ten  states  issued  65  percent  of  these  permits.  In  order  of  total  permits 
issued  the  states  were:  California,  New  York,  Texas,  Florida,  Ohio,  Illinois, 
Virginia,  New  Jersey,  Maryland,  and  Pennsylvania. 

Growth  in  second  homes. — Although  by  no  means  as  common  as  the  second  car,  the 
second  home  is  considered  to  be  on  the  increase.  At  a trade  conference  on  vacation 
lomes  held  here  in  Washington  this  past  spring,  vacation  homes  were  estimated  to 
comprise  6 percent  of  our  total  housing.  Builders  anticipate  annual  vacation  home 
Is  tarts  of  200,000  by  1970 — largely  in  vacation  home  developments.  The  demand  is 
bxpected  to  come  from  couples  in  their  40’s  who  want  a weekend  place  for  their 
phildren  now  and  a retirement  home  later.  Apartment  dwellers  are  considered  good 
prospects  for  developments  located  not  more  than  3 hours  driving  time  from  the  city 
toeing  served.  For  rural  communities  that  are  so  situated  and  that  have  or  can 
jlevelop  the  requisite  recreational  facilities,  vacation  home  developments  could  well 
provide  the  business  needed  to  bolster  the  local  economy. 
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Table  2. — Nonfarm  housing  units  started  by  region 


1 

Region 

i960 

1961 

1962  : 

list  quarter 

1963 

All  (thousands)  

1274 

1337 

.1458 

293 

Northeast  (thousands)  

236 

265 

275 

34 

Share  of  total  (percent)  

19 

20 

19 

12 

Change  from  previous  year  (percent)  .. 

NA 

+12 

+4 

NA 

North  Central  (thousands)  

299 

28l 

285 

33 

Share  of  total  (percent)  

23 

21 

20 

11 

Change  from  previous  year  (percent)  .. 

NA 

-6 

+1 

NA 

South  (thousands)  

425 

466 

519 

126 

Share  of  total  (percent)  

33 

35 

35 

43 

Change  from  previous  year  (percent)  .. 

NA 

+10 

+11 

NA 

West  (thousands)  

314 

321 

379 

100 

Share  of  total  (percent)  

25 

24 

26 

34 

Change  from  previous  year  (percent ) . . 

NA 

+2 

+18 

NA 

1 

Source:  U.S.  Department  of  Commerce,  Bureau  of  the  Census. 


Maintaining  the  housing  inventory. --Maintenance,  repair,  and  improvements  that 
keep  existing  housing  in  the  inventory  cost  the  American  consumer  more  than  $11  bil 
lion  in  1962.  (Comparable  data  from  Census  are  not  available  for  I96.I  and  i960.) 
Urban  renewal  programs  are  credited  with  spurring  interest  in  restoring  houses  of 
architectural  value  and  in  remodeling  of  other  houses. 

Installment  credit  has  been  fairly  easy  to  obtain  for  home  repairs  and  improve' 
ments.  The  estimated  debt  outstanding  on  repair  and  modernization  loans  in  June 
1963  was  l4  percent  greater  than  in  June  i960  according  to  Federal  Reserve  Board 
reports. 

Consumer  response  to  housing  industry  activity  may  be  measured  by  statistics 
on  vacancy  rates.  The  homeowner  vacancy  rate  was  1.6  percent  of  the  homeowner  in- 
ventory for  the  third  quarter,  1963.  This  was  the  first  quarter  in  the  1960* s to 
show  a rate  outside  the  range  of  1.1  to  1.4  percent. 

Vacancy  rates  in  rental  units  rose  from  7*2  percent  in  the  first  quarter  to 
7.6  percent  in  the  third  quarter,  1963.  This  is  within  the  range  of  J .2  to  8.1 
percent  for  rental  vacancy  rates  thus  far  in  the  1960’ s. 

Vacancy  rates  for  both  owned  and  rented  housing  are  highest  in  the  West  and 
South,  the  regions  where  housing  construction  activity  has  been  greatest.  Like 
other  housing  statistics,  vacancy  rates  can  be  very  spotty  and  vary  greatly  within 
-t--4-es  and  within  parts  of  a city. 
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Wholesal  e prices  for  construction  materials  and  components  rose  about  1 percent 
from  August  1962  to  August  1963.  This  was  primarily  because  of  price  advances  for 
lumber  and  wood  products.  Several  major  lumber  mills  were  closed  due  to  labor  dis- 
putes at  a time  when  construction  starts  were  high. 

Labor  costs  have  been  moving  upward  in  the  1960’ s.  Average  hourly  earnings  of 
workers  in  general  building  contracting  were  4 percent  higher  in  May  1963  than  in 
May  1962.  The  Boeckh  Index  of  Residential  Construction  (including  both  materials 
and  labor  costs)  was  2 percent  higher  in  July  1963  than  in  July  1962. 

Consumer  prices  for  housing  have  risen  moderately  in  the  1960's.  The  housing 
component  of  the  Consumer  Price  Index  increased  1 percent  from  September  1962  to 
September  1963.  In  the  subgroups  of  housing,  rents  also  increased  1 percent  in  the 
same  period;  prices  for  gas  and  electricity  showed  no  change;  solid  and  petroleum 
fuels  increased  2 percent;  and  household  operation  costs  increased  3 percent.  Prices 
for  housefurnishings  remained  about  the  same.  From  June  1962  to  June  1963  consumers 
also  experienced  a 1 percent  rise  in  home  maintenance  and  repair  costs.  Homeowners' 
property  insurance  rates  increased  3 percent  and  interest  rates  on  first  mortgages 
declined  1 percent  in  the  year  ending  in  June  1963. 

Home  financing . --From  a financial  standpoint  the  American  family's  opportunities 
for  homeownership  have  improved  continuously  in  recent  months.  Federal  Home  Loan 
Bank  Board  summaries  of  conventional  home  mortgages  (about  75  percent  of  the  nonfarm 
home  mortgage  business)  indicate  a slight  decline  in  interest  rates  in  1963  and  con- 
siderable liberalization  of  terms.  The  trend  thus  far  in  the  1960's  has  been  toward 
less  use  of  government  backed  loans  in  the  purchase  of  new  homes. 

Rising  foreclosure  rates,  particularly  for  mortgages  insured  by  the  Federal 
Housing  Administration,  have  brought  warnings  from  Federal  Reserve  Board  members 
against  lowering  mortgage  standards,  especially  in  those  areas  that  seem  to  be  over- 
built or  have  high  vacancy  rates.  Foreclosure  rates  per  thousand  mortgages  for 
I96O-62  have  been: 


I960 

1961 

1962 

All  

2.65  ' 

3.62 

4.12 

Federal  Housing  Administration  insured  . . 

. 3.02 

6.29 

9.27 

Veterans  Administration  guaranteed  

. 2.89 

4.23 

5.88 

Conventional  

. 2.48 

2.77 

2.34 

Current  developments  in  government . --The  1962  executive  order  concerning  equal 
opportunity  in  the  sale  or  rental  of  housing  where  Federal  ownership  or  operation 
exists  or  where  Federal  financial  assistance  had  been  involved  has  recently  been 
broadened  to  include  provisions  regarding  fair  employment  practices  by  the  builder. 

As  of  September  1963  only  one  builder  has  been  suspended  from  further  FHA-VA  help 
because  of  practicing  discrimination  in  the  sale  of  homes.  There  seems  to  have  been 
little  real  testing  of  the  order.  Some  builders  may  be  shifting  to  conventional 
loans  to  avoid  the  antibias  pledge.  In  nine  states  this  would  not  work  since  there 
are  antidiscrimination-in-housing  laws  that  apply  even  though  financing  is  completely 
private.  Eight  additional  states  have  antibias  legislation  that  is  tied  to  publicly 
financed  housing.  Two  states  and  several  cities  have  gone  further  in  providing  rules 
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for  the  revocation  or  suspension  of  licenses  of  brokers  and  salesmen  found  guilty 
of  scare  tactics  to  induce  panic  selling  in  neighborhoods  subject  to  or  undergoing 
racial  or  ethnic  change. 

This  has  been  a "no  housing"  year  as  far  as  national  housing  legislation  is 
concerned.  At  the  state  level,  legislation  to  permit  condominiums  3/  has  been 
approved  or  is  being  worked  on  in  17  States,  is  pending  in  another  25. 

Current  developments  in  FHA  construction  standards . --During  the  past  year  the 
Federal  Housing  Administration  approved  the  omission  of  cross  bridging  in  floor 
joist  spans  of  15  feet  or  less.  This  does  not  affect  floor  strength  in  the  average 
size  house  and  will  mean  reduction  in  building  costs.  FHA  standards  have  also 
been  amended  to  require  the  use  of  safety  glass  in  large  sliding  doors  and  shower 
stalls.  Safety  glass  is  more  expensive  than  ordinary  glass,  but  this  ruling  is  a 
safety  gain  for  consumers. 

Current  development  in  construction  methods  and  materials . --The  building  in- 
dustry, being  composed  of  many  small  and  widely  scattered  firms,  has  thus  far  been 
unable  to  develop  a research  program  comparable  to  those  of  more  centralized  in- 
dustries. The  introduction  of  new  techniques  and  materials  is  often  hindered  by 
building  codes  based  on  archaic  specifications  rather  than  performance  standards 
and  by  builders  and  craft  unions  that  resist  change  in  the  status  quo.  Despite 
these  drawbacks  there  is  always  an  impressive  list  of  new  methods  and  materials 
that  show  promise  of  ultimately  benefiting  the  consumer. 

Among  methods  and  products  designed  to  reduce  hand  labor  and  weather-in- 
fluenced on-site  construction  costs  are  all-steel  foundations,  factory  applied 
finishes  to  siding  (one  carries  a 15-year  guarantee),  prefabricated  sections  that 
can  be  locked  into  place,  molded  plastic  shower  installations,  and  plastic  piping 
for  waste  and  water  lines. 


3/  In  condominium  ownership  a person  owns,  separately,  one  or  more  single 
dwelling  units  in  a multi-unit  development  and  has  an  undivided  interest  with 
owners  of  the  other  apartments  in  common  areas  and  facilities  serving  the  building. 
Condominium  ownership  differs  from  cooperative  ownership  in  these  ways:  in  con- 
dominiums the  individuals  take  title  to  their  units,  whereas  in  cooperatives, 
individuals  own  stock  in  the  cooperative  and  have  the  right  to  occupy  a specific 
unit;  under  condominium  ownership  individuals  are  taxed  separately  on  their  units 
and  on  their  undivided  interest  in  the  common  areas  whereas  in  cooperatives,  in- 
dividuals pay  a share  of  the  taxes  for  the  entire  project;  in  condominiums,  the 
individual  is  responsible  only  for  the  mortgage  involving  his  own  property  and 
can  arrange  his  own  financing;  his  right  to  sell  or  lease  his  unit  or  units  is 
customarily  less  restricted  than  that  -under  a cooperative  arrangement;  and  in 
condominiums  individuals  vote  on  a proportionate  basis  whereas  under  cooperative 
ownership  each  individual  has  one  vote  regardless  of  the  size  of  his  unit. 
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Other  new  products  available  are:  vinyl  coated  steel  doors  with  foam  plastic 
cores  that  resist  warping,  keep  a permanent  finish,  and  offer  better  insulation; 
magnetic  weather  stripping  for  effective  protection  against  wind  and  rain;  and  a 
pushbutton  water  system  that  controls  temperature,  pressure,  and  water  flow  and  is 
reputed  to  eliminate  leaks  and  dripping  because  the  lines  aren't  under  pressure. 
Many  anticorrosive,  antistain  and  water  resistant  materials  are  available  for  items 
ranging  from  utility  connections,  water  heaters,  and  flues  to  kitchen  cabinet 
surfaces . 

Materials  developed  for  commercial  building  use  often  have  promise  for  the 
home:  man-made  marble  and  synthetic  brick  and  slate  flooring  materials,  acrylic 
window  panes,  and  luminous  ceiling  installations  are  examples.  Innovations  in 
soundproofing  materials  and  techniques  are  being  adapted  for  diminishing  noise 
transmission  in  houses.  Window  sashes  of  rigid  vinyl  and  removable  plastic  grills 
that  give  a large  window  area  the  effect  of  many  small  or  diamond  shaped  panes 
show  promise  for  easing  window  cleaning  problems. 

Outlook . - -The  building  industry  considers  that  1963  has  been  a good  average 
year.  The  industry,  however,  is  looking  forward  to  a really  big  boom  beginning 
somewhere  between  1965  and  1970,  when  the  World  War  II  baby  crop  is  having  babies, 
bursting  out  of  apartments,  and  looking  for  houses.  Anticipation  of  this  boom 
seems  to  prevent  any  great  concern  over  increasing  vacancy  rates,  increasing 
mortgage  foreclosure  rates,  and  higher  costs  of  materials  and  labor. 

In  the  more  immediate  future,  consumer  prices  for  housing  can  be  expected  to 
continue  their  slow  upward  movement.  Mortgage  money  is  expected  to  be  plentiful 
and  terms  liberal  as  to  length  of  maturity  and  ration  of  loan  to  price,  with  no 
great  change  in  interest  rates. 

California  is  expected  to  continue  as  the  boom  area  in  home  building.  More 
emphasis  is  likely  to  be  on  developments  of  owned  vacation  homes. 


Household  Furnishings  and  Equipment 


Production  levels. — According  to  the  Federal  Reserve  Board's  index  of  in- 
dustrial production  of  goods  for  the  home,  production  has  been  generally  upward 
in  1963  and  at  a higher  level  than  in  1962.  Production  of  black-and-white  tele- 
vision sets  and  home  radios  lags  behind  that  of  other,  home  appliances,  furniture 
and  rugs.  Production  of  color  TV  sets  is  reported  to  be  increasing  faster  than 
that  of  black  and  white  sets. 

Wot  all  types  of  home  appliances  have  been  part  of  the  production  increase. 
According  to  trade  sources,  early  shipments  of  washer -dryers,  floor  polishers, 
wringer  and  spin-type  washing  machines,  dehumidifiers  and  chest  freezers  were 
smaller  this  year  than  in  1962.  Shipments  of  all  other  major  items  increased  at 
least  moderately.  Air  conditioners,  portable  dishwashers,  phonographs,  vacuum 
cleaners,  and  refrigerators  went  well  above  their  1962  rates. 

Consumer  buying  of  furniture  and  appliances  corresponds  closely  to  housing 
activity.  Retail  sales  of  furniture  and  home  furnishings  stores  in  June  1963 
were  5 percent  above  June  of  1962.  Sales  in  household  appliance,  TV,  and  radio 
retail  outlets  were  7 percent  greater  in  June  1963  than  June  1962. 
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Users  of  installment  plans  now  find  that  downpayments  are  either  not  required 
or  have  been  substantially  reduced.  Payments  for  large  appliances  and  furniture 
at  some  retail  stores  may  now  be  stretched  over  3 6 months,  instead  of  the  usual  2k. 

Wholesale  prices  for  furniture  and  some  other  household  durables  rose  slightly 
in  the  year  ending  September  1963.  During  this  same  period  floor  coverings  showed 
little  change  in  price;  household  appliance  prices  declined  2 percent;  and  prices 
for  television  sets,  radios,  and  phonographs  declined  3 percent. 

As  mentioned  earlier,  retail  prices  for  housefurnishing s in  September  1963 
were  about  the  same  as  in  September  1962.  This  represents  a tapering  off  in  the 
slight  downward  movement  that  has  occurred  in  this  category  since  i960.  As  of 
June  1963  the  downward  movement  was  continuing  for  prices  of  wool  carpets,  nylon 
carpets,  and  particularly  for  appliances.  However,  their  downward  movement  was 
being  offset  by  rising  price  levels  for  Axminster  rugs,  dinnerware,  and  such  small 
items  as  paper  napkins,  and  electric  light  bulbs.  Prices  for  television  sets  and 
radios  declined  2 percent  in  the  year  ending  in  June  1963* 

Recent  legislative  developments . --As  of  late  October  1963,  a subcommittee  of 
of  the  Senate  Committee  on  Banking  and  Currency  had  held  hearings  on  the  "Truth  in 
Lending  Bill"  in  New  York  City,  Pittsburgh,  and  Louisville.  A hearing  was  sched- 
uled for  Boston  in  November  1963.  Probably  of  equal  importance  to  consumers  is 
the  Quality  Stabilization  bill,  which  is  another  attempt  at  federal  fair  trade 
legislation.  This  bill  would  permit  a manufacturer  to  announce  the  conditions 
governing  the  use  of  his  trademark  and  sale  of  his  brand  name  products.  It  would 
permit  setting  a minimum  sales  price  if  the  product  is  in  free  and  open  competi- 
tion with  other  products  intended  to  serve  the  same  purpose.  A manufacturer  could 
deny  the  use  of  his  trade  mark  or  brand  name  on  merchandise  to  a retailer  who  has 
not  observed  his  ’‘•ilftndit ions . The  bill  is  opposed  by  consumer  groups  and  various 
departments  of  the  executive  branch,  but  is  reputed  to  have  a good  chance  of  pass- 
ing Congress.  If  it  does,  a presidential  veto  is  expected  and  there  are  doubts 
that  the  veto  could  be  overridden. 

New  developments  in  appliances . --Since  the  saturation  point  has  been  reached 
or  is  in  sight  for  such  appliances  as  refrigerators,  radios,  and  washers,  manu- 
facturers have  been  promoting  the  buying  of  second  units  as  well  as  stressing  ob- 
solescence. For  such  items  as  dishwashers,  waste  disposers,  dryers,  humidifiers, 
and  dehumidifiers  the  market  has  a long  way  to  go  before  saturation.  Therefore, 
the  sales  pitch  is  in  terms  of  making  these  items  seem  necessary  to  the  consumer. 

In  kitchen  ranges,  automatic  features  are  being  stressed  such  as  "programmed 
cooking"  in  which  the  product  is  baked  for  the  set  temperature  and  time  and  then 
held  at  a lower  temperature  presumably  to  give  some  leeway  in  serving  time.  One 
new  electric  range  has  an  easy-to -care -for  feature --an  oven  with  removable  side 
and  back  panels  coated  with  "Teflon."  Another  new  electric  range  cleans  its  oven 
itself.  By  operating  at  a temperature  of  approximately  90Q  degrees  during  the  ■ 
cleaning ‘period,  it  reduces  oven-  soil  to  easily  removed  ash. 


Electronic  advances  developed  for  guided  missiles  are  being  applied  to  auto- 
matic -washers.  This  use  of  solid  state  circuitry  (incorporated  in  what  the  trade 
refers  to  as  "a  little  black  box")  permits  a greater  range  of  motor  speeds  than 
previously  possible  (in  washers  the  ability  to  give  a gentle  hand  washing  action 
for  example).  It  also  means  greater  reliability,  and  less  servicing  as  well  as 
easier  service  when  it  is  needed.  High  cost  and  other  development  problems  limit 
use  at  present,  but  the  little  black  box  should  give  rise  to  household  appliances 
much  more  flexible  than  present  models  in  the  jobs  they  will  handle. 

Thermoelectric  refrigerators  have  been  introduced  on  the  market  recently. 

There  are  models  for  use  in  the  recreation  room,  the  office  of  a business  executive 
and  the  family  car. 

New  items  in  small  appliances  are  an  iron  with  its  own  headlight  for  showing 
[the  user  where  the  wrinkles  are,  and  a cordless  electric  mixer  with  a rechargeable 
battery  pack  that  may  well  be  the  forerunner  of  other  cordless  household  appliances 
In  an  effort  to  boost  sales,  manufacturers  anxiously  strive  to  find  a "hot"  item 
such  as  the  portable  hooded  electric  hair  dryer  of  last  year.  An  alternative  is  to 
dress  up  the  old  appliances  in  attractive  "new"  colors  or  to  restyle  them  for 
buffet  table  use  as  has  been  done  with  the  hot  plate  and  coffee  urn. 

In  the  field  of  television,  radio,  and  phonographs,  restyling  has  also  been 
occurring.  Record  players  are  turning  up  in  coffee  tables  and  desks. 

There  has  also  been  a big  promotion  of  small  screen  portable  TV  sets  selling 
at  under  $100.  They  are  produced  in  competition  with  Japanese  imports.  Sales  pro- 
motion is  being  directed  at  the  need  for  a second  set  and  at  the  teen-age  market. 

Beginning  on  May  1,  1964,  all  TV  receivers  manufactured  must  be  of  the  all- 
channel  type  to  permit  receiving  UHF  (ultra -high-frequency)  telecasts.  Resulting 
price  increases  are  estimated  to  be  $20  to  $30  per  set.  UHF  receiving  is  much 
freer  from  both  man-made  interferences  and  co -channel  and  adjacent  channel  inter- 
ference than  VHF  (very-high-frequency),  but  UHF  does  not  transmit  as  far  and  re- 
quires more  sensitive  tuning  adjustments. 

Color  television  is  supposed  to  be  ready  for  the  great  break-through.  Sets 
were  reduced  in  price  this  past  year  and  are  being  advertised  by  one  of  the  major 
mail-order  houses  for  the  first  time.  Technical  problems  in  the  sets  are  still  a 
drawback,  however,  as  is  the  scarcity  of  color  programming  by  the  networks. 

Outlook  for  family  purchase  and  prices  of  household  furniture  and  appliances. - 

Consumer  buying  intentions  as  reported  in  the  quarterly  survey  in  July  1963  sug- 

gest  that  the  consumer  attitude  was  slightly  more  optimistic  than  it  had  been  a 
year  earlier.  Both  producers  and  retailers  in  the  household  durables  industries 
were  also  optimistic  and  looking  for  slight  gains . Increasing  population  and  in- 
creasing income  are  expected  to  keep  up  the  market.  The  increase  in  the  minimum 
wage  effective  September  1963  is  expected  to  affect  furniture  manufacturers 
through  increasing  the  cost  of  lumber.  However,  furniture  prices  are  not  ex- 
pected to  advance  much. 
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Henry  A.  Palm,  Director,  Soil  and  Water  Loan  Division 
at  the  41st  Annual  National  Agricultural  Outlook  Conference,  Washington,  D.C 
November  21,  1963,  at  2:45  p.m. 


It  is  certainly  a pleasure  for  me  to  be  with  you  today  and  to  have  an 
opportunity  to  join  this  panel  to  discuss  aspects  of  rural  housing  and 
in  particular  to  Water  Supply,  Waste  Disposal,  and  Fire  Protection  in  rural 
communities. 

Running  water  in  a home  is  considered  a necessity  for  modern,  healthful 
living.  It  is  the  prerequisite  to  such  things  as  flush  toilets  and  a ready 
supply  of  hot  water  for  bath  and  kitchen.  These  days,  ample  supplies  of 
water  for  drinking,  cooking,  and  cleaning,  and  for  the  lawn,  flower  garden 
and  livestock  are  readily  available  to  most  of  us.  I would  vouch  that  all 
of  us  here  today  just  have  to  turn  on  the  tap  in  our  home  or  apartment  to 
get  ample  water  of  a good  quality.  Such  may  not  have  been  the  case  in  our 
homes  or  the  community  where  we  were  raised.  Out  in  the  countryside,  on 
farms,  and  in  many  rural  communities,  the  families  don't  enjoy  the  blessings 
of  a dependable  water  supply  and  are  forced  to  use  shallow  wells  or  cisterns 
or  to  haul  water  a long  distance  to  their  homes.  Also,  wells,  small  streams 
and  reservoirs,  have  a habit  of  going  dry  or  becoming  contaminated,  and  this 
year  has  been  a good  example  of  how  drought  affects  the  water  supply.  Any- 
one who  has  ever  hauled  water,  waited  for  it  to  rain  so  it  could  be  caught 

off  the  roof,  or  pulled  a bucket  full  from  a well  or  spring  knows 

inconvenience  of  such  methods. 

Water  requirements  of  the  rural  family  are  continually  rising,  and  in 
many  cases  exceed  the  capacities  of  existing  facilities.  As  the  use  of 
water  increases  it  further  aggravates  the  problem  of  disposal  and  pollution. 
A few  years  back,  and  even  today  in  some  areas  of  the  country,  rural 
families  depend  on  a septic  tank,  cesspool,  or  open  field  for  disposal  of 
human  and  livestock  wastes. 

What  is  the  situation  in  the  rural  community  today?  These  are  the 
communities  where  you  out  there,  and  all  of  us  here,  have  direct  contact  and 
can  let  people  know  what  services  are  available  to  them  to  develop  or 

improve  a community  water  supply  or  a sanitary  disposal  system.  Have  you 

gone  into  any  rural  home  lately  and  been  afraid  or  reluctant  to  drink  the 
water  the  family  offered  you?  Have  you  noticed  any  signs  when  entering  a 
small  village,  "water  supply  approved  by  state  health  department",  or, 

"water  supply  not  approved",  or  "contaminated"? 
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Without  a water  supply  that  is  adequate  and  of  good  quality,  a community 
will  not  grow.  New  houses  will  not  be  built,  new  industries  will  not  spring 
up,  and  older  homes  will  not  have  modern  fixtures.  In  fact,  most  small 
communities  lose  population  if  an  adequate  central  water  supply  is  not 
developed. 

You  notice  I mentioned  central  or  community  water  supply,  and  perhaps  I 
should  elaborate  on  this  point.  I think  it  is  high  time  that  we  stamp  out 
the  idea  that  installation  of  a water  system  is  usually  an  individual 
problem  as  contrasted  to  the  prevalent  idea  that  electrical  service  is  a 
community  concern.  Where  water  is  a problem  it  is  generally  too  big  a problem 
for  the  individual  to  solve  alone.  He  must,  therefore,  join  with  his 
neighbors  to  develop  a source  of  water  and  a distribution  system.  The  same 
is  generally  true  with  regard  to  community  disposal  systems.  I visited  an 
area  last  August  in  Louisiana  where  there  was  no  surface  water,  and  well 
water  was  difficult  and  expensive  to  find.  The  estimated  cost  of  just 
drilling  and  casing  a well  was  $26,000. 

What  is  the  situation  in  the  state  where  you  come  from?  Nationally 
there  are  about  15,000  rural  towns  with  populations  of  100  or  over  that  do 
not  have  community  water  systems.  In  most  instances  these  towns  also  lack 
sewage  disposal  systems  and  fire  protection.  ('Refer  to  Attached  Map) 

To  get  the  names  of  these  communities  you  can  refer  to  the  U.  S.  Public 
Health  publication,  Municipal  Water  Facilities  Inventory  as  of  January  1, 

1958. 


The  rapid  expansion  of  suburban  areas  and  rural  residents  into  farm 
communities,  together  with  the  increased  demand  for  modern  living  has 
resulted  in  a large  increase  in  the  use  of  septic  tanks  for  waste  disposal. 
Increased  use  of  septic  tanks  where  soil  is  inadequate  for  a proper  disposal 
field  is  continuing.  Approximately  14  percent  of  rural  dwellers  have 
sewage  disposal  systems  available  to  them  and  about  56  percent  use  septic 
tanks  for  waste  disposal,  leaving  around  30  percent  of  the  rural  families 
without  either  of  these  forms  of  sewage  disposal  facilities.  (See  chart). 

New  technology  in  animal  and  poultry  production  is  demanding  greater 
supplies  of  water  and  more  practical  means  of  disposal  of  large  quantities 
of  animal  and  human  waste.  Improper  disposal  of  these  wastes  contributes 
to  the  sanitation  problems,  affects  the  health  of  people  and  animals,  and 
contaminates  water  supplies.  Flies,  dust  and  odors  further  aggravate  the 
problem. 

Research  on  water  requirements  for  rural  families,  design  of  water 
systems  and  sanitary  disposal  systems  is  presently  grossly  inadequate,  and 
should  be  given  immediate  attention. 
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Mrs.  Holmes  mentioned  that  the  1960  census  showed  that  individual 
wells  were  the  source  of  water  for  eight  out  of  ten  farms  and  five  out  of 
ten  rural  nonfarm  homes.  Also,  about  one  out  of  every  ten  rural  homes — 
farm  and  nonfarm — used  water  from  springs,  creeks,  rivers,  ponds,  lakes, 
and  rooftops.  Just  a short  time  ago  a very  simple  and  inexpensive  treatment 
plant  resulted  in  adequate  safe  water  for  the  rural  home.  However,  the 
increase  in  population  density  in  many  rural  areas,  coupled  with  the  increased 
use  of  detergents  and  chemicals  is  rapidly  affecting  this  situation  and  has 
eliminated  streams  as  a safe  source  of  water. 

The  quality  of  water  in  rural  areas  is  also  affected  by  the  increased 
demand  for  domestic  and  livestock  water,  and  in  many  areas  the  increased  use 
of  irrigation  water  and  industrial  water.  The  proper  and  prudent  use  of 
irrigation  and  industrial  water  becomes  the  concern  of  all  water  users.  For 
example,  over-irrigation,  improper  application  of  water,  and  improper 
disposal  of  wastes  and  effluents  adversely  affect  the  quality  of  surface  and 
ground  water  in  both  the  immediate  and  downstream  areas.  The  wider  develop- 
ment of  recreation  on  farms  and  in  rural  areas  will  further  aggravate  the 
problems  of  water  quality,  water  pollution,  and  sanitation. 

Research  is  urgently  needed  to  determine  design  standards  for  structural, 
fire  and  accident  safety  appropriate  to  activities  and  conditions  in  rural 
areas  and  to  incorporate  these  standards  into  building  codes.  Farm  fire 
losses  are  increasing — presently  amounting  to  about  175  million  and  800  lives 
annually.  The  burning  rate  (percent  of  value  destroyed)  was  about  six  times 
that  for  urban  property  according  to  annual  reports  of  state  fire  marshalls 
in  Illinois,  Nebraska,  and  Oregon. 

Protection  against  fire  is  one  of  the  important  justifications  for  a 
waterworks  system  in  a small  town.  The  total  amount  of  water  used  in  a 
year  for  extinguishing  fires  is  a negligible  part  of  total  consumption.  The 
rate  of  flow  needed  to  fight  a fire  is  so  great  that  the  design  of  a total 
water  system  with  full  fire  protection  in  mind  may  often  be  the  deciding 
factor  of  economic  feasibility. 

Small  rural  communities  and  rural  families  are  confronted  with 
insufficient  sources  of  available  credit  for  financing  water  supply,  waste 
disposal  systems  and  fire  protection.  For  example,  rural  communities  have 
almost  no  source  of  credit  for  group  waste  disposal  facilities,  and  very 
little  for  fire  fighting  equipment. 

There  are  many  other  factors  contributing  to  the  problem,  but  let's 
discuss  for  a moment  how  you  can  assist  rural  communities  that  need  and  want 
to  develop  a central  water  supply  and  distribution  system; . 

The  Department,  through  the  Farmers  Home  Administration  and  its  predecessor 
agencies,  has,  for  over  25  years,  assisted  farmers  and  ranchers  with 
individual  water  systems,  individual  waste  disposal  systems,  and  community 
water  systems.  Home  agents  and  County  Agricultural  Agents  have  in  many 
instances  been  the  prime  movers  in  getting  the  program  underway. 
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Since  the  passage  of  the  Agriculture  Act  of  1961,  the  Farmers  Home 
Administration  has  also  assisted  rural  residents,  as  well  as  farmers,  with 
these  facilities.  Prior  to  1954,  FHA  loans  to  develop  community  water 
supplies  were  limited  to  the  17  western  states.  The  biggest  demand  today 
for  such  loans  comes  from  the  South,  Midwest  and  Northeast.  The  Farmers 
Home  Administration  currently  has  no  statutory  authorization  for  loans  for 
rural  community  waste  disposal  systems.  Y/e  do  advance  funds  for  fire  plugs 
and  to  construct  ponds  to  store  water  for  fire  fighting  purposes.  We 
cannot  loan  for  fire  fighting  equipment,  fire  trucks,  or  for  buildings  to 
store  such  equipment.  During  the  1962  fiscal  year,  the  Farmers  Home 
Administration,  through  its  soil  and  water  loan  program,  assisted  nearly  100 
rural  communities  to  install  community  domestic  water  systems.  This 
increased  to  about  140  loans  in  fiscal  year  1963,  and  at  the  present  rate 
of  loan  obligation,  will  likely  exceed  200  in  this  fiscal  year  1964. 

Through  this  program,  low-cost,  long-term  loans  are  made  to  small  towns, 
districts,  and  nonprofit  groups  in  rural  areas  for  technical  service  for 
equipment,  and  construction  necessary  to  provide  piped-in  water  for  homes, 
farms,  businesses,  schools,  churches,  and  other  establishments. 

Secretary  Freeman  says:  "Loans  to  rural  groups  for  water  systems  have 
a direct,  immediate  impact  on  a community's  development  and  housing. 

They  provide  a fundamental  resource — ample  supplies  of  clean  water — in 
the  development  of  rural  businesses  and  industries.  They  help  stabilize 
households  and  promote  more  satisfactory  family  living.  They  greatly 
improve  health  and  sanitation  conditions  in  the  community. 

"Water  association  loans  of  the  Department  are  made  at  little  cost  to 
the  U.  S.  taxpayer,  for  they  are  repaid  with  interest.  Without  question, 
these  loans  are  among  the  best  investments  we  can  make  in  the  development  of 
rural  America'.' 

The  experience  of  37  Negro  families  living  in  a small  community  near 
Sommerville,  Texas  is  a good  illustration  of  Secretary  Freeman's  point. 

A few  years  ago  these  families  lived  well  beyond  the  water  lines  that  supplied 
Sommerville.  They  had  built  cisterns  to  catch  the  rain  water.  When  it 
didn't  rain — not  an  unlikely  happening  in  the  area — they  were  forced  to  haul 
water. 


This  lack  of  a dependable  water  supply  placed  an  especially  heavy 
burden  on  the  wives  and  mothers  in  the  community.  In  dry  seasons,  they  would 
be  forced  to  skimp  on  water  for  washing  clothes,  forget  about  cleaning  up  the 
houses,  even  ration  out  the  baths. 
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Late  in  1961  Mrs.  John  R.  Reliford,  a leader  in  the  community,  found 
out  about  Farmers  Home  Administration  loan  program.  She  and  other  women 
in  the  community  helped  their  men  set  up  the  "Sommerville  Rural  Water 
Association."  Each  of  the  37  families  bought  a $35  share  of  stock  in  the 
association  and  by  early  June  1962,  the  community's  contribution  totaled 
$1,260.  With  members  of  the  Association  meeting  their  commitments  under 
the  program,  the  Farmers  Home  Administration  agreed  to  guarantee  a $24,000 
loan  from  a local  bank.  The  funds  were  made  available  late  in  1962,  to 
employ  a contractor  whose  crew  laid  over  two  miles  of  water  lines  in 
connecting  with  the  central  system  of  Sommerville.  Thirty-seven  homes  in 
the  community  were  tied  into  the  line,  and  several  fire  hydrants  were 
installed,  a major  improvement  in  the  community's  fire  protection. 

In  Henryville,  Indiana,  lack  of  an  adequate  community  water  supply  was 
putting  a damper  on  the  development  of  the  entire  area.  Families  were 
moving  away.  Businesses  requiring  large  supplies  of  clean  water  could  not 
expand.  Churches,  schools,  and  other  community  institutions  all  suffered 
the  blight  of  scarce  and  polluted  water.  They  lacked  water  for  fire 
protection.  A $400,000  loan  from  Farmers  Home  Administration  changed  all 
that.  It  financed  pumping  equipment,  water  lines,  meters,  storage  tank, 
fire  plugs,  and  labor  necessary  to  provide  central  water  service  for  240 
families  and  others  in  the  community. 

In  Stanly  County,  North  Carolina,  Pfieffer  College,  a 1,000-student 
liberal  arts  institution  serving  a primarily  rural  area,  obtained  a clean, 
dependable  supply  of  water  for  the  first  time  as  a result  of  a Farmers  Home 
Administration  loan  to  a local  water  association.  The  college  would  have 
been  forced  to  close  its  doors  if  an  adequate  water  supply  had  not  become 
available. 

The  chronic  problem  of  illness  among  small  children  resulting  from 
impure  water  in  a New  Mexico  village  was  corrected  through  another  loan. 

The  list  of  benefits  derived  from  this  Farmers  Home  Administration 
program  is  nearly  inexhaustable.  However,  in  nearly  every  case  new  homes 
are  constructed  and  older  homes  are  remodeled. 

Loans  for  rural  water  systems  are  scheduled  for  repayment  according  to 
the  borrower's  ability  to  repay,  over  a period  not  exceeding  40  years. 

The  interest  rate  varies  between  4-g-  and  5 percent  depending  on  the  type  of 
loan. 
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Loans  average  around  $100,000,  but  vary  considerably  in  size, 
depending  upon  the  needs  of  the  applicants.  An  association's  total 
indebtedness  may  not  exceed  $500,000  when  the  loan  is  made  from  appropriated 
funds  and  $1,000,000  when  made  from  insured  funds.  Since  early  in  1961 
the  Farmers  Home  Administration  has  loaned  funds  or  insured  loans  for  260 
of  these  rural  community  water  systems.  These  loans  have  made  living  more 
comfortable,  convenient  and  healthier  for  thousands  of  families. 

These  are  examples  of  how  the  Farmers  Home  Administration  soil  and 
water  association  loans  are  helping  to  improve  housing  in  rural  areas  and 
in  making  the  rural  communities  a better  place  to  live.  Each  of  you  have, 
no  doubt,  contributed  to  these  improvements,  but  through  the  HAD  approach, 
individual  contact,  and  existing  local  and  state  organizations,  all  of  us 
must  continue  to  let  people  that  want  to  help  themselves  and  their 
communities  know  what  services  are  available  to  them. 
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ECONOMIC  TRENDS 


Item 

Unit  or 
base 
period 

’57-’59 

Average 

1962 

1963 

Year 

August 

June 

July 

August 

Prices: 

Prices  received  by  farmers 

1910-14=100 

242 

243 

244 

241 

245 

242 

1910-14=100 

223 

230 

228 

244 

239 

234 

Livestock  and  products 

1910-14=100 

258 

255 

257 

239 

249 

249 

Prices  paid,  interest,  taxes  and  wage  rates 

1910-14=100 

292 

306 

305 

31  1 

312 

31 1 

1910-14=100 

286 

294 

294 

298 

299 

298 

1910-14=100 

262 

269 

268 

272 

273 

273 

83 

79 

80 

77 

77 

78 

Wholesale  prices,  all  commodities 

1957-59=100 

100.6 

100.5 

100.3 

100.6 

100.4 

Commodities  other  than  farm  and  food 

1957-59=100 

100.8 

1 00.6 

100.6 

100.8 

100.8 

1957-59=100 

97.7 

97.6 

94.9 

96.8 

96.3 

1957-59=100 

101.2 

101.5 

102.4 

102.2 

100.9 

1957-59-“  100 

105.4 

105.5 

106.6 

107.1 

1957-59=100 

103.6 

103.8 

105.0 

106.2 

Farm  Food  Market  Basket:1 

Dollars 

1,037 

1 ,067 

1,068 

1,069 

1 ,088 

Dollars 

410 

410 

412 

385 

403 

Farm-retail  spread 

Dollars 

627 

657 

656 

684 

685 

Farmers’  share  of  retail  cost 

Per  cent 

40 

38 

39 

36 

37 

Farm  income: 

Volume  of  farm  marketings 

1947-49=100 

123 

136 

138 

109 

130 

139 

Cash  receipts  from  farm  marketings 

Million  dollars 

32,247 

35,921 

3,019 

2,291 

2,781 

2,950 

Crops 

Million  dollars 

13,766 

15,935 

1,329 

815 

1,197 

1 ,310 

Livestock  and  products 

Million  dollars 

18,481 

19,986 

1,690 

1,476 

1,584 

1,640 

Realized  gross  income  2 

Billion  dollars 

40.8 

40.6 

Farm  production  expenses  2 

Billion  dollars 

28.2 

28.6 

Realized  net  income  2 

Billion  dollars 

12.6 

12.0 

Agricultural  Trade: 

Agricultural  exports 

Million  dollars 

4,105 

5,031 

359 

506 

410 

Agricultural  imports 

Million  dollars 

3,977 

3,876 

330 

323 

335 

Land  Values: 

Average  value  per  acre 

1957-59=100 

11 8 3 

1 20  4 

123  3 

1 27 

Total  value  of  farm  real  estate 

Billion  dollars 

137.43 

139.54 

1 43. 63 

1 48. 1 

Cross  National  Product2 

Billion  dollars 

456.7 

554.9 

552.4 

579.6 

Consumption  2 

Billion  dollars 

297.3 

355.4 

352.9 

370.4 

investment  2 

Billion  dollars 

65.1 

78.8 

79.6 

80.7 

Government  expenditures  2 

Billion  dollars 

92.4 

1 1 7.0 

1 15.5 

123.8 

Net  exports  2 

Billion  dollars 

1.8 

3.8 

4.4 

4.8 

Income  and  Spending: 

Personal  income 

Billion  dollars 

442.1 

444.6 

462.6 

464.6 

464.9 

Total  retail  sales5 

Million  dollars 

19,613 

19,671 

20,486 

20,759 

20,767 

Retail  sales  of  food  group5 

Million  dollars 

4,801 

4,848 

4,923 

5,015 

Employment  and  Wages5 

Total  civilian  employment 

Millions 

67.8 

68.1 

68.6 

69.2 

68.9 

Agricultural 

Millions 

5.2 

5.1 

4.9 

5.0 

4.8 

Rate  of  unemployment 

Per  cent 

5.6 

5.7 

5.7 

5.6 

5.5 

Workweek  in  manufacturing 

Hours 

40.4 

40.2 

40.5 

40.4 

40.3 

Hourly  earnings  in  manufacturing, 

unadjusted 

Dollars 

2.39 

2.37 

2.46 

2.45 

2.43 

Industrial  Production5 

1957-59=100 

118 

119 

126 

127 

126 

Manufacturers’  Sales  and  Inventories: 

Total  sales,  monthly  rate5 

Million  dollars 

33,260 

33,290 

35,1  50 

35,910 

Total  inventories 

Million  dollars 

57  210 

56  970 

58  770 

58,980 

Total  new  orders,  monthly  rate 

Million  dollars 

33,050 

32^830 

35,000 

35,460 

■— — — H 

1 Average  annual  quantities  of  farm  food  products  based  on  purchases 
per  wage-earner  or  clerical-worker  family  in  1952 — estimated  monthly. 
2 Annual  rates  seasonally  adjusted  second  quarter.  3 As  of  March  1. 
4 As  of  July  1.  8 Seasonally  adjusted. 

Sources:  U.S.  Department  of  Agriculture  (Farm  Income  Situation,  Market- 


ing and  Transportation  Situation,  Agricultural  Prices,  Foreign  Agricultural 
Trade  and  Farm  Real  Estate  Market  Developments);  U.S.  Department 
of  Commerce  (Industry  Survey,  Business  News  Reports,  Advance  Retail! 
Sales  Report  and  Survey  of  Current  Business);  and  U.S.  Department  of  Labor 
(The  Labor  Force  and  Wholesale  Price  Index). 
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The  Farm  INDEX 


THE  AGRICULTURAL  OUTLOOK 


Prices  received  by  farmers  so  far  this  year  are 
little  changed  from  1962 — slightly  higher  for 
crops  but  a little  lower  for  livestock  and  products. 

Farmers  are  producing  more  livestock  than  in 
1962.  Increases  in  beef,  pork  and  poultry  are  more 
than  offsetting  decreases  in  milk  and  eggs.  Live- 
stock and  product  prices  dipped  earlier  this  year, 
then  recovered  somewhat  in  June  and  July.  But 
prices  for  the  year  probably  will  be  under  the  1962 
level. 

Crop  prices  received  by  farmers  are  running 
slightly  higher  this  year  because  of  a relatively 
favorable  supply  and  demand  situation.  Indicated 
crop  output  for  the  year  is  about  the  same  as  in 
the  last  3 years;  domestic  and  foreign  demand 
continue  to  increase.  For  the  rest  of  1963,  prices 
likely  will  average  a little  below  the  first  3 quar- 
ters, but  for  the  year  will  average  above  1962. 

Output,  employment,  income  and  sales  continue 
to  increase  in  the  U.S.  economy  though  the  pace 
slackened  slightly  during  the  third  quarter.  In 
August,  personal  income  rose  slightly  from  July 
to  a record-high  $465  billion  (seasonally  adjusted 


CONTENTS 

THE  FARM 

Page 

5 

RURAL  LIFE 

13 

MARKETING 

15 

THE  FOREIGN  MARKET 

17 

THE  CONSUMER 

21 

SPECIAL  FEATURE 

23 

RECENT  PUBLICATIONS 

31 

Numbers  in  parentheses  at  end  of 
to  sources  listed  at  end  of  issue. 

stories  refer 

The  Farm  index  is  published  monthly  by  the 
Economic  Research  Service,  U.S.  Department  of 
Agriculture.  October  1963.  Vol.  II,  No.  10. 

The  contents  of  this  magazine  are  based  largely  on  research  of  the 
Economic  Research  Service  and  on  material  developed  in  cooperation 
with  state  agricultural  experiment  stations.  All  articles  may  be 
reprinted  without  permission.  For  information  about  the  contents, 
write  the  editor,  The  Farm  index.  Office  of  Management  Services, 
U.S.  Department  of  Agriculture,  Washington,  D.C.  20250. 

Use  of  funds  for  printing  this  publication  approved  by  the  Director 
of  the  Bureau  of  the  Budget,  May  24,  1962.  Subscription  orders 
should  be  sent  to  the  Superintendent  of  Documents,  Government 
Printing  Office,  Washington,  D.C.  20402.  Price  20  cents  (single  copy) . 
Subscription  price : $2.00  per  year ; 75  cents  additional  for  foreign 
mailing. 


EDITOR,  Theodore  Crane:  ASSISTANT  EDITOR,  Story  E.  Moore- 
field:  STAFF  EDITORS,  Marilyn  Harrison  Grantham  and  John 
Metelsky;  PRODUCTION  EDITOR,  Lilia  Dunovant  McCutchen. 


annual  rate)  and  new  construction  expenditures 
edged  up  to  $65  billion.  Retail  sales  in  August 
were  about  the  same  as  the  $20.8  billion  sales  a 
month  earlier.  Employment  and  output  each 
dipped  a little  in  August  . . . the  declines  largely 
reflected  temporary  changes  in  August  by  more 
than  the  small  reduction  in  employment  leading 
to  the  lowest  monthly  rate  of  unemployment  re- 
corded so  far  this  year. 

In  the  past  few  months,  the  general  level  of 
business  activity  has  been  around  5 per  cent  above 
1962  levels.  In  June- August,  personal  income 
totaled  5 per  cent  higher  than  a year  earlier,  with 
increased  compensation  of  employees  accounting 
for  most  of  the  rise.  Industrial  output  and  retail 
sales  were  each  up  nearly  6 per  cent  from  June- 
August  1962  and  new  construction  increased  more 
than  3 per  cent.  Employment  expanded  about  in 
proportion  to  the  increase  in  population. 

Further  advances  in  the  level  of  business  activ- 
ity are  in  prospect  . . . inventories  continue  well  in 
line  with  sales  and,  according  to  a July  survey  by 
the  Bureau  of  the  Census,  consumers  planned  to 
buy  more  new  cars,  refrigerators,  television  sets 
and  other  durable  goods  in  the  next  12  months 
than  they  had  planned  in  July  1962. 

COMMODITY  HIGHLIGHTS 

Hog  slaughter  in  the  final  quarter  of  1963  prob- 
ably will  be  slightly  above  a year  earlier,  reflecting 
the  additional  1 per  cent  of  pigs  saved  in  Decem- 
ber 1962-May  1963.  Barrow  and  gilt  prices  likely 
will  be  slightly  below  a year  earlier  ($16.51  at 
8 major  markets  in  October-December  1962). 

Fat  cattle  marketings  during  the  fourth  quarter 
likely  will  be  above  last  year.  Prices  are  expected 
to  stay  near  the  July-August  level — $24.66  for 
Choice  steers  at  Chicago. 

Fourth  quarter  cow  slaughter  likely  will  be  only 
a little  above  a year  earlier  . . . was  about  the  same 
as  1962  during  the  first  7 months  this  year. 

Slaughter  of  sheep  and  lambs  in  the  fourth 
quarter  is  expected  to  average  somewhat  below  a 
year  ago.  Lamb  prices  may  be  off  somewhat  from 
October-December  1962  when  Choice  slaughter 
lambs  at  Denver  brought  $20.09. 
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Milk  production  in  1963  likely  will  be  slightly 
below  125.9  billion  pounds  in  1962.  Lower  produc- 
tion and  more  commercial  demand  the  first  8 
months  this  year  cut  CCC  purchases  (delivery 
basis)  about  25  per  cent  from  a year  earlier. 
August  butter  output  dropped  10  per  cent  from 
1962,  while  American  cheese  production  increased 
about  9 per  cent. 

Turkey  supplies  in  the  September-December 
marketing  season  are  expected  to  go  a little  below 
a year  earlier.  On  September  1 there  were  153 
million  pounds  in  cold  storage,  compared  with  160 
million  a year  earlier.  Prices  to  producers  likely 
will  average  slightly  above  the  22  cents  per  pound 
last  year. 

Egg  production  during  the  summer  went  above 
1962,  is  likely  to  continue  above  in  the  fourth 
quarter.  And  early  1964  output  may  also  be  up — 
a large  increase  in  the  out-of-season  hatch  of  re- 
placement chicks  is  expected.  Producer  prices  in 
August  averaged  32.8  cents  per  dozen  compared 
with  31  cents  in  July  and  32.7  cents  in  August 
1962. 

A recent  reduction  in  broiler  hatchery  activity 
suggests  that  fourth  quarter  broiler  supplies  will 
not  differ  greatly  from  a year  ago.  However,  pro- 
duction may  increase  in  early  1964  if  the  usual 
seasonal  rise  in  broiler  chick  output  develops  over 
the  next  few  months.  Producers  received  14.4 
cents  for  broilers  in  August  compared  with  14.7 
cents  in  July  and  15.5  cents  last  August. 

Feed  grain  production  in  1963  is  up  an  estimated 
5 per  cent  from  last  year.  Per  acre  corn  yields  may 
be  the  highest  ever  and  production  may  surpass 
the  record-high  3.91  billion  bushels  in  1960.  Esti- 
mated grain  sorghum  output  is  2 per  cent  above 
last  year. 

The  total  feed  grain  supply  in  1963-64  is  esti- 
mated at  211  million  tons,  4 million  less  than  in 
1962-63  and  slightly  below  the  1957-61  average. 
Carryover  has  been  trimmed  about  24  million  tons 
during  the  last  2 years,  reversing  a 10-year  up- 
trend. A further  but  more  moderate  decline  is 
expected  in  1963-64.  Feed  grain  prices  advanced 
more  than  seasonally  during  1962-63  . . . the  index 
of  prices  received  by  farmers  in  August  was  11 
per  cent  above  a year  earlier.  A price  decline  is 
expected  during  the  next  2 months,  with  corn  and 
grain  sorghum  harvest  underway.  And  prices  this 
fall  and  winter  may  decrease  to  last  winter’s  level. 


The  1963  cotton  crop  was  estimated  September 
1 at  14.3  million  bales,  about  4 per  cent  below  aj 
year  earlier,  but  9 per  cent  above  the  1957-61 
average.  Acreage  for  harvest  is  down  from  1962.  • 
But  per  acre  yields  are  up  sharply — estimated  at 
a record-high  482  pounds — from  457  pounds  last, 
year. 

Cotton  disappearance  in  the  1963-64  crop  yeari 
is  put  at  13.8  million  bales,  up  about  2 million  from , 
a year  earlier.  Mill  consumption  and  exports  are  I 
expected  to  increase.  But  carryover  in  1964  prob-: 
ably  will  increase  also  as  production  continues: 
ahead  of  demand. 

Soybean  production  for  1963  is  forecast  at  728 
million  bushels — record-high  and  8 per  cent  over 
last  year.  Prices  farmers  receive  for  soybeans  this  ; 
fall  probably  will  be  above  the  1963  support  rate 
of  $2.25  per  bushel.  Prices  later  in  the  1963-64 1 
marketing  year  may  advance  more  than  seasonally  I 
because  of  the  close  balance  expected  between] 
supply  and  demand. 

Soybean  crushings  and  exports  during  1963-64, 
despite  the  increasingly  strong  domestic  and  ex- 1 
port  demand  for  meal,  probably  will  go  only 
slightly  above  1962-63  when  production  was  sup-  ; 
plemented  by  a larger  carryover.  Carryover  of  ] 
1962-crop  beans  has  dwindled  to  a minimum  level ; 
the  same  condition  may  prevail  next  October. 

Heavy  disappearance  of  wheat  in  1963-64  is 
expected;  the  year-end  carryover  probably  will 
be  reduced  for  the  third  straight  year.  Prices 
likely  will  average  near  the  $1.82  per  bushel  loan] 
rate,  but  may  drop  late  in  the  marketing  year  in] 
anticipation  of  a much  lower  support  rate  on  the] 
1964  crop. 

Tree  nut  production  in  1963  is  the  largest  on 
record  at  an  estimated  306,000  tons.  This  is  14 
per  cent  above  the  previous  high  in  1961  and  37  J 
per  cent  above  the  average.  Pecans  lead  the  in- 1 
crease  with  the  largest  crop  on  record. 

Cigarette  consumption  in  1963  is  estimated  at 
about  523  billion — nearly  3 per  cent  above  1962] 
and  a record  high.  Consumption  of  cigars  and 
cigarillos  is  expected  to  total  about  7,170  million — j 
a gain  of  about  1.5  per  cent  over  1962  and  the  high- j 
est  in  40  years.  Exports  of  unmanufactured 
tobacco— the  outlet  for  about  a fourth  of  the  crop 
— may  be  up  about  8 per  cent  from  the  relatively  j 
low  level  of  1962. 
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NEW  MARKS  M FARM  OUTPUT 


The  1962  report  indicates  farmers  made  even  higher 
score  on  output  of  crops  and  livestock,  yield  per 
acre  and  productivity  than  were  recorded  in  1961. 


It’s  the  same  old  record  break- 
ing story.  In  1962,  agriculture 
reached  new  peaks  in  total  volume 
[of  output,  production  of  livestock 
and  products,  crop  output  per 
jacre  and  agricultural  productiv- 
ity. Once  again,  the  new  marks 
were  set  with  fewer  hours  of 
labor  and  fewer  acres.  As  the  re- 
sult of  their  efforts,  each  farm- 

I worker  was  able  to  feed  and 
clothe  one  more  person  than  was 
possible  a year  earlier. 

Farm  output  and  production. 
The  volume  of  total  farm  output 

I in  the  U.S.  hit  a new  peak  during 
1962,  1 per  cent  greater  than  in 
1961  and  8 per  cent  higher  than 
the  1957-59  average. 

Production  of  livestock  and 
|j  products  also  reached  a new 
mark,  1 per  cent  above  the  previ- 
ous high  in  1961  and  7 per  cent 
over  the  1957-59  average.  Farm 
output  of  meat  animals  totaled 
52.2  billion  pounds  liveweight. 
Milk  production  was  nearly  126 
billion  pounds.  However,  total 
production  of  poultry  and  eggs 


declined  as  the  reduced  output  of 
farm  chickens  and  turkeys  more 
than  offset  the  record  supply  of 
broilers  and  a slight  increase  in 
eggs. 

Crop  production  during  1962 
equaled  the  previous  high  in  1960. 
Output  was  1 per  cent  greater 
than  in  1961  and  8 per  cent  high- 
er than  the  average  for  1957-59. 
Record  production  of  hay  and  for- 
age, sugar  crops  and  oil  crops  was 
obtained  while  output  of  food 
grains,  vegetables,  fruits  and  nuts 
declined  from  a year  earlier. 

Crop  acreage  harvested.  Crops 
were  harvested  from  a total  of 
295  million  acres  in  1962.  Crop- 
land harvested  was  8 million  acres 
less  than  in  1961  and  54  million 
under  the  total  a decade  ago. 

An  estimated  63  million  acres 
was  used  for  producing  exports  in 
1962  compared  with  the  record  of 
67  million  in  1961.  Most  of  the 
cut  was  due  to  declines  in  ship- 
ments of  wheat  and  cotton  which 
more  than  offset  the  larger  ex- 
ports of  soybeans  and  soybean  oil. 


Food  grains  accounted  for  39  per 
cent  of  acreage  grown  for  export 
during  1962,  feed  grains  made  up 
27  per  cent,  soybeans  21  per  cent 
and  cotton  7 per  cent. 

Crop  production  per  acre.  Out- 
put of  crops  per  acre  reached  a 
new  high  in  1962,  4 per  cent  over 
the  previous  year  and  17  per  cent 
greater  than  the  1957-59  average. 
New  yield  records  were  set  for  all 
the  feed  grains. 

Assisting  the  improvement  in 
yields  was  a 7 per  cent  increase  in 
use  of  fertilizer  on  farms.  As  in 
recent  years,  the  gain  in  use  of 
nitrogen  was  substantial — an  in- 
crease of  about  11  per  cent  over 
1961.  Little  change  was  noted  in 
applications  of  liming  materials. 

Livestock  production  per  breed- 
ing unit.  Animal  units  of  breed- 
ing livestock  increased  during 
1962  for  the  second  year  in  a row. 
The  number  on  farms  as  of  Jan- 
uary 1,  1962,  was  1 per  cent  over 
the  same  date  in  1961.  Production 
per  unit  continued  at  the  record 
level  of  1961. 
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FARM  INPUTS  (1957-59  = 100) 


Year 

Total 

inputs 

Farm 

labor 

Farm 

real 

estate 

Mechanical 
power  and 
machinery 

Fertilizer 
and  liming 
materials 

Feed, seed 
and 

livestock 

purchases 

Miscel- 

laneous 

1910 

82 

212 

88 

20 

12 

16 

56 

1920 

93 

226 

92 

32 

16 

23 

67 

1930 

97 

216 

91  • 

40 

21 

26 

76 

1940 

97 

192 

92 

42 

28 

45 

73 

t-  1950 

101 

142 

97 

86 

68 

72 

85 

1960 

101 

92 

100 

100 

no  , 

109 

106 

1961 

101 

89 

100 

99 

1 14 

116 

109 

1 962  1 

101 

85 

100 

96 

123 

120 

1 1 1 

1 Preliminary 


Feeding  of  all  classes  of  live- 
stock continued  to  be  liberal 
through  1961-62.  Feed  efficiency 
dropped  slightly  for  all  classes  ex- 
cept milk  cows. 

Man-hours  of  farmwork.  Labor 
used  on  farms  reached  a new  low 
of  9.1  billion  man-hours  in  1962,  a 
decrease  of  4 per  cent  from  the 
previous  year  and  a continuation 
of  the  long-term  trend. 

Growing  and  harvesting  of 
crops  took  about  4.2  billion  man- 
hours last  year  and  work  with 
livestock  required  3.7  billion.  The 
remaining  time  was  spent  on 
farm  maintenance  and  other  over- 
head work. 

Farm  output  per  man-hour  of 
labor  in  1962  was  almost  6 per 
cent  higher  than  in  1961. 

P&rsons  supplied  farm  products 
by  one  farmworker.  The  average 
farmworker  produced  enough 
food,  fiber  and  tobacco  during 
1962  to  supply  himself  and  almost 
28  other  people.  Close  to  four  of 
these  consumers  were  citizens  of 
foreign  countries.  Since  1950, 
each  farmworker  has  managed  to 
supply  more  than  one  additional 
consumer  each  year. 

Farm  inputs.  The  total  value 
of  agricultural  inputs  continued 
at  the  same  level  in  1962  as  in 
1961  and  1960.  However,  farmers 


are  increasingly  dependent  on  the 
nonfarm  sector  of  the  economy 
for  production  goods  and  services. 
This  trend  reflects  the  increased 
specialization  and  use  of  im- 
proved practices  in  farming.  Dur- 
ing 1962,  the  volume  of  purchased 
inputs  was  7 per  cent  higher  than 
that  of  1957-59.  The  purchased 
items  accounted  for  over  two- 
thirds  of  all  measured  inputs. 

Although  the  use  of  agricul- 
tural inputs  remained  stable  dur- 
ing 1962,  they  were  the  most  pro- 
ductive on  record.  Farm  output 
per  unit  of  input  was  7 per  cent 
greater  than  the  1957-59  level.  (1) 


MAN-HOURS  OF  LABOR  USED 
FOR  FARMWORK 


Year 

Total 

man-hours 

Index 

1957-59=100 

Millions 

1910 

22,547 

212 

1920 

23,995 

226 

1930 

22,921 

216 

1940 

20,472 

1 92 

1950 

15,137 

142 

1960 

9,825 

92 

1961 

9,473 

89 

1 962  1 

9,085 

85  

1 Preliminary 


Farmers  Keep  on  Breaking  Records 
Without  Adding  to  Production  Inputs! 

Breaking  production  records  is 
nothing  new  in  agriculture.  But 
the  fact  that  farmers  continue  to 
set  new  peaks  in  output  without 
changing  the  overall  total  of  pro- 
duction inputs  is  noteworthy. 

Although  production  in  other> 
parts  of  the  economy  also  has 
climbed  remarkably  during  the, 
last  30  years,  a corresponding  in-; 
crease  in  items  necessary  to  pro- 
duce went  with  the  increase. 

However,  within  the  sum  of 
farm  inputs,  quite  a few  changes' 
have  occurred.  Generally,  non- 
labor items  have  taken  the  place! 
of  labor,  while  the  amount  of, 
farmland  has  remained  nearly! 
stable.  Farmers  today  use  more: 
and  more  mechanical  power,  fer- 
tilizer and  lime,  feed,  seed  and! 
livestock  to  turn  out  food  and! 
fiber  than  they  did  in  the  late; 
twenties  and  early  thirties.  Most! 
of  these  technological  changes  re- 
quire the  use  of  more  capital.  ! 

The  major  reason  for  changes! 
in  production  items  is  price — both] 
in  comparison  to  earlier  price! 
levels  and  relative  to  substitutes.! 
For  instance,  much  of  the  in-, 
creased  use  of  fertilizer  can  be! 
accounted  for  by  the  prices  for  it, 
through  the  years.  ! 

Prices  of  production  goods  and 
services  often  change  in  response! 
to  technological  shifts  outside  of j 
agriculture.  Obviously,  most  off 
the  prices  for  production  items] 
are  beyond  the  farmer’s  control! 
but  he  can  and  does  change  thel 
amounts  he  uses.  The  measure  of! 
the  general  level  of  these  prices 
is  the  index  of  prices  paid. 

Changes  in  inputs  have  had] 
some  other  effects.  For  instance,? 
more  machinery  and  better  use  of; 
it  enable  farmers  to  get  crops! 
planted  and  harvested  in  much] 
less  time.  New  crop  varieties  withj 
shorter  growing  seasons  and  in-] 
creased  knowledge  of  soil  and! 
water  management  also  have  re- 
duced the  hazards  of  weather.  (2) 31 
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Farmers  Put  Up  More  New  Barns, 
lore  Storage  Buildings  Than  Homes 

: As  might  be  expected,  operators 
(of  large  farms  build  considerably 
more  new  structures  than  do 
farmers  with  smaller  operations. 
In  1958-60,  farmers  with  annual 
marketings  of  $40,000  or  more 
constructed  71  new  buildings  per 
100  farms.  At  the  other  end  of 
(the  size  scale,  farmers  with  less 
(than  $2,500  in  annual  sales  built 
only  eight  new  structures  per  100 
farms  during  the  same  period. 

The  new  structures  on  the  small 
farms  were  more  apt  to  be  dwell- 
ings—these  averaged  about  a 
(fourth  of  all  new  buildings.  For 
■all  other  farms — those  with  more 
fithan  $2,500  worth  of  marketings 
annually — dwellings  were  only  a 
(tenth  of  the  buildings  added  from 
||958  to  1960. 

“ Of  all  farm  buildings  built 
ijwithin  the  three-year  period, 
(nearly  a fourth  were  barns  of  dif- 
ferent types.  Next  in  importance 
Iwere  grain  storages — they  were 
lone-fifth  of  all  farm  buildings 


Asbestos  Dollars 

, The  volume  of  fire  insurance 
t carried  by  some  1,600  farmers’ 
mutual  fire  insurance  companies 
totaled  $36.4  billion  on  Decem- 
ber 31,  1962.  The  total  on  the 

* same  date  in  1961  was  $35.3 
j*  billion. 

Farmer  members  of  these 
I*  companies  paid  about  $104  mil- 

* lion  for  their  fire  insurance  pro- 

* tection  during  1962 — premiums 
j.  totaled  about  $99  million  the 
i previous  year.  The  increased 

cost  was  due  primarily  to  larger 
amounts  of  coverage  rather  than 
a hike  in  assessment  rates  al- 
ii • though  the  average  assessment 

* did  rise  from  28.6  cents  per  $100 
of  insurance  to  29  cents  last 
year. 

Losses  paid  by  farmers’ 
:*  mutual  fire  insurance  companies 

* were  $67.3  million  during  1962. 
[•  During  1961,  the  companies 
j.  paid  out  $61.4  million.  (U) 


erected  during  1958-60.  Dwellings 
came  in  third  place,  followed  by 
machine  sheds. 

Lumber  continued  to  be  the 
most  important  material  for  ex- 
terior walls  and  framing.  Masonry 
was  used  for  at  least  part  of  the 
exterior  walls  on  nearly  half  the 
dairy  barns  and  close  to  a third  of 
the  dwellings.  Metal  and  composi- 
tion together  were  the  materials 
used  for  90  per  cent  of  the  new 
roofs.  Metal  was  by  far  the 
most  popular  roofing  for  service 
buildings  while  composition  mate- 
rials were  used  for  most  of  the 
houses.  (3) 

Models  Show  Price  Change  Effect 
For  Cotton  and  Alternative  Crops 

There’s  one  obvious  way  to  get 
farmers  to  grow  more  of  a com- 
modity— raise  the  price.  It’s  al- 
most as  effective,  though  not 
quite,  to  lower  the  price  of  alter- 
native commodities. 

To  get  an  idea  of  the  effect  of 
such  price  changes  on  farm  pro- 
duction, economists  analyzed  the 
theoretical  responses  that  would 
be  most  profitable  on  model  farms 
in  the  limestone  valleys  of  north- 
ern Alabama.  The  use  of  im- 
proved production  practices  as 
followed  by  the  upper  10  per  cent 
of  the  farmers  in  the  area  was 
assumed  for  the  models.  The 
study  was  conducted  by  the  Ala- 
bama Experiment  Station  in  co- 
operation with  the  Economic  Re- 
search Service. 

When  all  other  commodities  are 
at  the  assumed  base  price,  and 
cotton  is  at  20.8  cents  a pound,  a 
considerable  amount  of  cotton  is 
grown  on  the  larger  farms  of  the 
area.  Little  or  no  cotton  is  grown 
on  the  smaller  farms.  Push  the 
price  of  cotton  to  26  cents,  and 
cotton  acreage  for  the  region 
more  than  doubles.  Finally,  when 
cotton  goes  to  31.2  cents  a pound, 
acreage  is  increased  another  25 
per  cent  and  just  about  all  the 
suitable  land  is  planted  to  cotton. 

Cutting  the  price  of  competing 


commodities  also  helps  to  push 
land  into  cotton,  even  when  the 
price  of  cotton  is  lowered.  When 
prices  for  competing  commodities 
are  30  per  cent  below  base,  and 
cotton  is  15.6  cents  a pound,  the 
land  use  ratio  is  about  the  same  as 
it  is  when  cotton  is  at  20.8  cents 
and  prices  for  all  other  com- 
modities are  at  base. 

And  when  the  prices  of  com- 
peting commodities  are  cut,  but 
the  price  of  cotton  is  held  at  20.8 
cents,  once  again  just  about  all 
the  suitable  land  in  the  area  goes 
into  cotton. 

Cotton  loses  its  appeal  quickly, 
however,  when  prices  for  compet- 
ing commodities  are  raised  30  per 
cent  above  base.  Not  until  the 
price  of  cotton  reaches  26  cents  a 
pound  is  there  any  noticeable 
production.  Even  at  36.4  cents  a 
pound,  not  all  the  suitable  acreage 
will  be  planted  to  cotton. 

The  commodities  included  in 
the  analysis  were  cotton,  oats  for 
grain,  wheat,  grain  sorghum,  soy- 
beans, lespedeza  and  alfalfa  hay, 
beef  cows,  feeder  steers,  hogs,  and 
manufacturing  grade  milk.  (5) 


Hot  and  Heavy 

. Farm  fire  losses  reached  an 

all-time  high  of  $175  million 
during  1962 — 7 per  cent  above 

• the  $163  million  in  1961.  The 

• estimate  is  based  on  reports 
. from  226  farmers’  mutual  fire 
. insurance  companies. 

. Buildings  and  their  contents 

accounted  for  about  85  per  cent 
of  the  losses  covered  by  mutual 

• fire  insurance.  The  buildings  in- 

• elude  dwellings,  barns  and  out- 

• buildings,  rural  churches  and 
, schools.  The  remaining  15  per 

cent  of  rural  fire  claims  were 
for  personal  property — chiefly 

• livestock  and  machinery  and 

• equipment.  Lightning  was  re- 

• sponsible  for  about  80  to  90  per 
. cent  of  the  livestock  losses. 

Farm  fires  strike  about  two 
out  of  every  100  farms  each 

• year.  The  proportion  of  the 

• property  value  destroyed  in  a 
. farm  fire  averages  about  six 
. times  that  of  urban  fires.  (6) 
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Buying  Land  Is  Often  Only  Chance 
For  Michigan  Farmer  To  Get  Ahead 

Future  financial  progress  on 
many  Michigan  farms  will  depend 
importantly  on  the  ability  of 
farmers  to  buy  or  rent  more  land. 
Some  farmers  will  be  able  to  rent 
additional  acreages  but  buying 
will  be  the  only  alternative  in 
many  cases. 

Look  at  the  land  purchases  of 
a group  of  Michigan  farmers  be- 
tween 1930  and  1960. 

When  these  men  started  out, 
only  half  bought  land.  Forty-three 
per  cent  rented  their  farms  and  7 
per  cent  began  farming  on  acre- 
age they  had  inherited  or  received 
as  a gift. 

Regardless  of  their  original 
source  of  farmland,  87  per  cent  of 
the  Michigan  producers  ultimate- 
ly bought  land. 

FARM  MORTGAGE  LENDING  UP 

Twenty  major  life  insurance 
companies,  the  federal  land  banks 
and  the  Farmers  Home  Adminis- 
tration together  closed  $451  mil- 
lion in  new  and  additional  loans 
during  the  first  quarter  of  1963. 
This  sharp  increase  was  19  per 
cent  over  January-March  1962. 

The  amount  of  mortgages 
closed  by  life  insurance  com- 
panies during  the  first  quarter  of 
1963  was  41  per  cent  higher  than 
the  volume  made  in  January- 
March  1962.  The  average  size  of 
new  loans  reached  $27,000,  up 
$2,000  from  a year  earlier. 

About  half  the  life  insurance 
loan  commitments  in  early  1963 
were  to  refinance  existing  debt. 
An  additional  one-third  were  to 
buy  farm  real  estate  and  the  re- 
maining mortgages  were  for  re- 
pairs, improvements  and  miscel- 
laneous purposes. 

Interest  on  life  insurance  loan 
commitments  during  the  first 
three  months  of  1963  averaged 
5.75  per  cent,  down  slightly  from 
5.78  per  cent  in  October- 
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Purchases  averaged  nearly  two 
per  farmer  and  cost  roughly 
$10,994  each.  Two-thirds  of  the 
transactions  were  for  adding 
land  to  the  existing  farms. 

Thirty-eight  per  cent  of  the 
land  purchases  reported  by  the 
survey  farmers  were  completely 
financed  by  loans  and  another  50 
per  cent  were  closed  by  mortgages 
with  a down  payment.  Only  one 
out  of  10  land  transfers  was  a 
cash  deal— most  of  these  were 
small  purchases. 

One-fifth  of  the  land  trans- 
actions were  for  $20,000  or  more. 
These  large  purchases,  although 
small  in  number,  accounted  for 
half  the  dollar  volume  of  credit 
obtained  by  the  group  of  farmers. 

Sometimes  loans  were  for  sums 
larger  than  the  purchase  price  of 
the  land.  The  extra  funds  pro- 
vided for  capital  improvements  or 
production  needs.  (8) 

DURING  FIRST  QUARTER  1963 

December. 

The  federal  land  banks  re- 
ported a 7 per  cent  rise  in  closings 
during  the  first  quarter  of  this 
year  compared  with  the  first  quar- 
ter of  1962.  However,  the  in- 
crease was  largely  due  to  a 6 per 
cent  gain  in  the  size  of  loans 
which  averaged  $15,320  for  the 
three-month  period.  The  number 
of  loans  made  by  the  land  banks 
during  January-March  was  up 
less  than  1 per  cent  from  early 
1962. 

Federal  land  bank  interest 
rates  did  not  change  during  the 
first  three  months  of  1963.  Two 
banks  were  charging  5.75  and  6 
per  cent  respectively,  and  the  re- 
maining 10  made  loans  at  5.5  per 
cent  or  less. 

Mortgage  loans  made  directly 
by  the  Farmers  Home  Adminis- 
tration (including  additions  to 
existing  loans)  in  early  1963 
dropped  to  $28  million  from  $80 
million  in  fourth-quarter  1962. 
FHA  closed  $35  million  in  loans 
during  January-March  1962.  (7) 


Wisconsin  Farmers  With  FHA  Loans 
Earn  More  Money  Than  Their  Peers 

How  can  you  tell  a farmer  with  j 
a loan  from  the  Farmers  Horra : 
Administration  (FHA)  ? Not  ai 
easy  task  if  you  look  at  the  clothed  f 
he  wears  or  the  car  he  drives.  But ! 
taking  comparative  farm  statis  i 
tics  for  FHA  borrowers  in  Wis 
consin  we  can  see  significants 
variations  from  state  averages,  j 

A below  average  group  in  terms  J 
of  income  per  crop  acre  ($73.7? 
in  1961  for  FHA  loan  recipients1 
as  against  $97.50  for  the  overall 
state  average),  FHA  borrowers 
were  above  average  in  total  farm 
income.  How?  By  farming  more'] 
acres  (206  compared  with  a state  i 
average  of  162) . 

In  1961,  more  than  2,100  Wis-jj 
consin  farmers  received  loans 
from  the  FHA.  Fully  living  up  td 
the  reputation  of  the  dairy  state.' 
FHA  borrowers  were  dairy 
farmers  to  the  tune  of  96  per  cent; 
although  hog  production  was  fre-’ 
quently  listed  as  a secondary 
source  of  income.  And  compared; 
with  other  Wisconsin  dairy  pro-; 
ducers  FHA  borrowers  achieved 
about  average  milk  income  perl 
cow  whether  they  were  grade  A 
or  grade  B producers. 

Since  there  is  a close  correla-j 
tion  between  the  different  prices; 
received  for  A or  B grade  milk 
and  the  variations  in  farm  in-j 
come,  switching  to  grade  A pro-! 
duction  would  be  an  effective! 
means  for  raising  income  peril 
acre.  The  switch  should  bring  ini 
an  additional  $400  annually  to  the1 
average  FHA  borrower. 

Raising  the  size  of  herds  could! 
also  contribute  to  increased  in-! 
come.  The  average  FHA  borrower 
now  has  only  one  cow  for  each 
4.9  acres  compared  to  one  cow  to 
3.7  acres  for  grade  A milk  pro-! 
ducers.  To  equal  the  size  of  herd 
averaged  by  grade  A producers,! 
the  FHA  borrowers  would  need  to! 
increase  the  size  of  their  cow  | 
herds  from  the  present  27  to  35  J 
or  36.  (9) 
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Survey  Rates  Farm  Income  Position 
8y  Assets  and  Scale  of  Operation 

| , For  many  farmers,  getting 
: ahead  in  farming  means  enlarg- 
: ing  their  size  of  operation  and 
[[borrowing,  if  necessary,  to  do  it. 
This  is  the  conclusion  of  a study 
; pf  financial  progress  on  Michigan 
farms. 

j In  the  study  a group  of  farmers 
• were  ranked  according  to  the 
yalue  of  the  farm  assets  they 
[owned  in  1953.  Based  on  rank, 
(the  group  was  divided  into  small 
[and  large  farmers.  Then  each  of 
[the  size  groups  was  analyzed  ac- 
cording to  changes  in  their  farm 
Bassets  between  1953  and  1958. 

| To  begin  with,  the  small  farm- 
ers averaged  about  $17,000  in 
{owned  farm  assets ; the  large 
[farmers  averaged  $48,000.  The 
increase  in  value  of  farm  assets 
[was  much  the  same  for  both  the 
Ismail  and  large  producers.  The 
changes  were  $13,000  and  $14,500, 
respectively.  However,  because 
jjthe  small  farmers  didn’t  own  as 
[much  to  begin  with  the  increase 
for  them  percentagewise  was  two 
[and  a half  times  the  gain  for  the 
large  producers. 

S Comparisons  of  the  groups  by 
[change  in  assets  were  revealing. 
Take  the  low-  and  high-increase 
groups  of  small  farmers.  Each  of 
[these  groups  averaged  about  $17,- 
[OQO  in  farm  assets  in  1953.  Five 
[years  later  the  low  change  group 
[reported  practically  the  same 
[total  while  the  high-increase 
farmers  owned  around  $45,000 
[worth  of  farm  assets. 

; The  results  were  similar  for  the 
[large  producers.  The  low-increase 
group  added  little  or  nothing  to 
their  original  farm  assets  of  $44,- 
000  while  the  high-increase  group 
[increased  their  assets  from  rough- 
ly $54,000  to  $87,000  per  farm. 

These  increases  in  assets  reflect 
mainly  the  physical  growth  in  size 
fof  farm  operations.  Farm  assets 
]owned  in  1958  were  valued  at 
[1953  prices  or  at  cost  if  acquired 
[after  1953. 


A good  part  of  the  increase  in 
farm  assets  for  the  high-increase 
producers  was  due  to  ownership 
of  more  land.  Large  and  small 
farmers  who  showed  a high  in- 
crease purchased  an  average  of 
more  than  70  acres  of  land  be- 
tween 1953  and  1958 — low-in- 
crease men  made  no  major  addi- 
tions to  their  farms. 

During  the  same  period,  the 
high-increase  farmers  borrowed 
around  $30,000  each — much  more 
than  was  borrowed  by  the  small- 
increase  group.  Nearly  half  of  the 
credit  was  used  to  finance  land 
purchases  with  the  remainder  go- 
ing into  additional  livestock  and 
machinery. 

Despite  a high  rate  of  repay- 
ment, the  high-increase  producers 
reported  $17,000  more  debt  per 
farm  in  1958  than  was  the  case  in 
1953.  Little  change  occurred  in  the 
net  debt  of  the  low-increase  group. 


Here  are  some  examples  of  the 
acres  new  urban  facilities  can 
cover. 

Airport  construction  requires 
not  only  the  land  necessary  for 
proper  operation  of  the  aircraft 
and  access  to  the  terminal — addi: 
tional  buffer  space  may  be  neces- 
sary because  of  the  noise  from 
jets.  At  the  new  Dulles  Interna- 
tional Airport  which  serves 
metropolitan  Washington,  D.  C., 
the  airfield  and  service  area  oc- 
cupy 10,000  acres.  In  addition,  the 
access  road  to  the  airport  took 
another  915  acres  in  covering  17 
miles.  As  is  usual  in  the  vicinity 
of  a new  airfield,  plans  for  hous- 
ing and  commercial  development 
have  earmarked  more  acres 
nearby. 

Even  recreational  use  of  farm- 
land, whether  alone  or  in  com- 
bination with  tourist  enterprises, 
has  effects  that  reach  farther  into 
land  use  and  values  than  planners 
may  expect.  Construction  of  new 
lakes  or  reservoirs  for  power, 
water  and  recreation  often  en- 


Although  the  high-increase 
farmers  borrowed  heavily  to  in- 
crease their  ownership  of  assets, 
the  gain  value — from  price  in- 
creases as  well  as  physical  in- 
creases— more  than  offset  their 
larger  debts.  The  result  was  con- 
siderable progress  in  building  net 
worth.  Net  farm  incomes  also  in- 
creased substantially. 

The  opposite  was  true  for  the 
low-increase  men:  Little  change 
in  debt,  little  change  in  assets  and 
income  because  they  didn’t  use 
credit  as  a managerial  tool;  little 
change  in  net  worth  except  for 
the  increase  in  the  value  of  the 
land  they  started  with. 

A revealing  difference  between 
the  high-  and  low-increase  farm- 
ers, whether  small  or  large,  was 
age.  The  high-increase  men  aver- 
aged five  years  younger.  They 
very  likely  had  more  managerial 
drive.  (10) 


courages  the  building  of  fishing 
preserves,  hunting  grounds,  pri- 
vate homes  and  cottages  on  the 
shores.  And,  as  vacationing  fam- 
ilies visit  these  places,  many  often 
decide  the  area  is  just  the  place  to 
buy  an  acre  or  two  or  even  a farm 
as  a permanent  site  for  rest  and 
relaxation. 

Next  come  the  roads  to  get  to 
and  from  the  new  facilities.  Each 
mile  of  new  right-of-way  for  an 
interstate  highway  reduces  the 
supply  of  farmland  by  about  40 
acres. 

Along  with  the  new  roads  come 
the  travel  services  necessary 
along  the  route.  These  include 
filling  stations,  motels  and  restau- 
rants. Such  facilities  place  even 
more  pressure  on  the  farmland 
fringe  at  the  edge  of  the  highway. 

Although  scattered  throughout 
the  country,  military  and  other 
government  installations  affect 
the  land  values  in  the  areas  in 
which  they  are  located.  Partic- 
ularly important  are  the  vast 
acreages  for  space  testing.  (11) 


URBAN  NEEDS  CUT  WIDE  SWATH  THROUGH  THE  COUNTRYSIDE 
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Fewer  Pear  Trees  Dot  Landscape; 
Bigger  Orchards  Producing  Crop 

Times  have  changed  even  for 
pears.  Back  in  the  thirties,  farms 
all  over  the  country  had  a pear 
tree  or  two.  In  season,  pears  were 
a familiar  treat  for  eating  out  of 
hand.  Nowadays,  pears  are  most- 
ly produced  in  large  commercial 
orchards  and  the  bulk  of  the  crop 
is  canned. 

According  to  the  Census  of 
Agriculture,  the  number  of  farms 
reporting  pear  trees  or  produc- 
tion dropped  drastically  between 
1940  and  1959.  The  number  of 
trees  bearing  also  decreased 
sharply.  However,  thanks  to  high- 
er yields  on  the  remaining  trees, 
total  production  of  pears  has  been 
relatively  stable  except  for  fluctu- 
ations caused  mainly  by  weather. 
According  to  USD  A estimates, 
output  was  29.3  million  bushels  in 
1962  while  the  high  point  since 
1935  was  the  34  million  bushels 
produced  in  1947. 

Eleven  states  now  account  for 
the  commercial  pear  crop.  Of 
these  states,  California,  Oregon 
and  Washington  supply  the  bulk 
of  annual  output  with  California 
easily  the  No.  1 producer. 

To  illustrate  the  concentration 
of  production,  output  of  pears  in 
the  three  Pacific  coast  states 
climbed  25  per  cent  from  1935-38 
to  1959-62 — from  an  average  of 
19.8  million  bushels  to  24.8  mil- 
lion. In  1959-62,  this  region  pro- 
duced 89  per  cent  of  total  U.S. 
pear  output. 

Production  in  the  remaining 
eight  commercial  states — Utah, 
Colorado,  Idaho,  Texas,  Michigan, 
Pennsylvania,  New  York  and 
Connecticut — dropped  65  per  cent 
from  1935-38  to  1959-62.  Average 
output  in  the  two  comparison  pe- 
riods was  8.8  million  bushels  and 
3.1  million  bushels  respectively. 

Along  with  the  decline  in  farms 
reporting  pear  trees  or  produc- 
tion, fewer  pears  are  eaten  on 
farms  where  produced.  This  re- 
flects the  change  from  small  pear 


producing  enterprises  to  large 
commercial  orchards.  Fruit  used 
on  farms  totaled  less  than  400,000 
bushels  in  1962  compared  to  3 mil- 
lion in  1935. 

More  and  more  of  the  pears  go- 
ing off  farms  went  to  processing 
plants  over  the  years  as  sales  for 
fresh  use  (including  exports)  de- 
clined 35  per  cent.  The  volume 
sold  for  processing  averaged  7.9 
million  bushels  in  1935-38  and 
16.5  million  in  1959-62.  Most  of 
the  pears  sold  for  processing  are 
canned — an  average  of  over  97 
per  cent  during  1959-62.  Most  of 
the  remaining  processed  pears 
were  dried. 

From  1935  to  1962,  total  con- 
sumption of  pears  in  the  U.S.  in- 
creased about  5 per  cent.  But  with 
the  growth  in  population,  per  cap- 
ita use  of  pears  declined  about 
25  per  cent. 

The  Bartlett  is  the  leading  va- 
riety of  pear  grown  in  commercial 
orchards  on  the  Pacific  coast.  Dur- 
ing 1959-62,  Bartlett  pears  ac- 
counted for  77  per  cent  of  total 
output.  Nearly  74  per  cent  of  this 
variety  was  processed  during  the 
period. 

Of  the  remaining  Pacific  coast 
commercial  varieties  — Hardy, 
D’Anjou,  Bose,  Comice,  Nelis  and 
Easter — 84  per  cent  was  sold 
through  the  fresh  market.  Hardy, 
a California  pear,  is  also  a popu- 
lar variety  for  canning  in  fruit 
cocktail.  (12) 

Trend  in  Price  of  an  Acre  of  Land 
Parallels  Per  Capita  Nonfarm  Income 

Fewer  farmers,  the  increas- 
ing dependence  of  many  farm 
people  on  nonfarm  sources  of  in- 
come and  higher  per  capita  in- 
come for  the  nonfarm  population 
have  combined  to  put  the  trend  in 
land  prices  on  a parallel  with 
the  general  economy. 

Since  1945,  the  price  of  an  acre 
of  land  has  been  more  closely 
keyed  to  the  rise  in  per  capita  in- 
come of  the  nonfarm  population 
than  it  has  to  the  incomes  of  farm 


people.  Land  values  near  the  end1  * 
of  World  War  II  averaged  $47 
per  acre.  By  March  1,  1962,  the 
average  value  had  reached  $124. 
At  the  same  time,  income  per  non- 
farmer went  from  $1,334  to 
$2,445.  Income  per  capita  (all! 
sources)  of  the  farm  population! 
was  $700  in  1945  and  $1,436  in 
1962.  (13) 

Soybean  Crushings  Hit  New  Record; 
Large  Carryover  of  Meal  on  Hand 

Strong  demand  and  good  prices  ; 
for  soybean  meal  pushed  crush-  j 
ings  to  a record  403  million 
bushels  during  October-July  1962- 
63.  That’s  29  million  more  bushelsj  ;i 
than  were  processed  in  the  same 
months  the  previous  year.  (See! 
Marketing  section  for  oil  situ-1 
ation.) 

Crushings  for  the  entire  mar-; 
keting  year  (ended  September! 
30)  reached  a new  high  of  about 
475  million  bushels — 45  million 
more  than  in  1961-62. 

But  we  can  crush  even  more,'i 
according  to  USDA  economists.!' 
They  say  the  total  U.S.  soybean! 
crushing  capacity  is  at  least  575  i 
million  bushels  a year.  In  other, 
words,  the  soybean  industry  has' 
operated  at  about  four-fifths  of1!; 
its  full  capacity.  Processors  have;i 
been  expanding  their  facilities  to’ 
keep  ahead  of  the  growth  in  the; 
soybean  crop.  Crushings  jumped1! 
from  283  million  bushels  in  19551 
to  475  million  bushels  in  1962.  T 

In  the  foreign  market,  U.  S.jj 
exports  of  soybeans  continued  at'] 
a record  level  and  reached  some: 
180  million  bushels  in  1962-63,1] 
compared  with  153  million  last1 
year. 

The  strong  demand  for  soybean  i 
meal  resulted  in  a larger  crush 
than  would  have  been  justified  by 
the  oil  situation  alone.  As  a re- 
sult, carryover  stocks  of  crude 
and  refined  soybean  oil  will  total] 
a record  925  million  pounds  by! 
this  month,  compared  with  620 1 
million  pounds  on  the  same  date 
last  year.  (1U) 
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SYPHON  TUBE  IRRIGATION  OF  DELTA  COTTON 
SAVES  MONEY  ON  PUMPING  AND  REPAIR  COSTS1 


Annual  cost  per  irrigation 

Operating  costs 

Sprinkler 

Gated  pipe 

Syphon  tube 

Pumping  3 

3.51 

Dollars 

4.32 

1.68 

Permanent  conveyance  maintenance 

.15 

.13 

.33 

Temporary  ditches  and  flumes 

.10 

.14 

.23 

j Labor 

1.70 

1.50 

1.04 

Repairs  and  misc.  costs 

.61 

.49 

.16 

Total  3 

6.07 

6.58 

3.44 

1 The  once-over  equivalent  use  for  these  systems  was  sprinkler,  372  acres;  gated  pipe,  447 
acres;  and  syphon  tube,  507  acres.  2 Forty-two  cents  per  acre-inch  pumping  cost  at  well;  660 
per  acre-inch  relift  pumping  cost  for  gated  pipe;  750  per  acre-inch  relift  pumping  cost  for 
sprinklers.  3 Four  acre-inches  of  water  applied  with  gated  pipe  and  syphon  tubes  and  three 
acre-inches  with  sprinklers. 


SYPHONS  GET  BEST  COST  RATINGS  IN  DELTA  COMPARISONS 


For  irrigation  of  cotton  to  be 
profitable  in  the  Mississippi  Delta, 
it  has  to  be  inexpensive  not  only 
to  develop  but  to  operate. 

A new  study  by  the  Economic 
fResearch  Service  shows  that  the 
syphon  tube  system  meets  the 
test  better  than  sprinkler  or 
gated  pipe  systems. 

Costs  of  temporary  ditches  and 
flumes  as  well  as  maintenance  of 
permanent  conveyances  run  some- 
jwhat  higher  with  the  syphon  tube 
jthan  with  the  other  two  systems, 
j But  these  costs  are  more  than 
joffset  by  lower  operating  costs,  in- 
cluding pumping,  labor  and  re- 
jpairs. 

Since  operating  costs  are  lower, 
it  takes  a much  smaller  increase 
jin  yields  to  pay  a farmer  for  irri- 
jgating  an  acre  of  cotton  with  the 
syphon  tube  system  than  it  does 
with  the  sprinkler  system. 

The  use  of  sprinkler  and  gated 
pipe  systems  is  profitable  only  in 
a limited  number  of  situations  be- 
cause the  per  acre  cost  is  so  high. 
-Piping  is  more  expensive  than  the 
ditch  or  flume  used  in  the  syphon 
system.  And  the  necessity  of  re- 
lifting the  water  in  both  systems 
more  than  doubles  the  pumping 
cost  of  the  water  used.  Better 


planning  and  engineering  could 
eliminate  much  of  this  cost. 

Labor  costs  for  the  syphon  tube 
system  are  much  less  because  no 
pipe  has  to  be  moved.  Also,  more 
acreage  can  be  irrigated  with  one 
setup  of  the  system. 

The  report  is  based  on  informa- 
tion obtained  from  100  farmers 
in  1957  and  90  farmers  in  1960, 
all  of  whom  irrigated  some  of 
their  cotton  acreage.  (15) 


Cotton  Carryover 

On  August  1,  the  carryover  of 
all  kinds  of  cotton  was  estimated 
at  11.2  million  bales — 3.3  million 
more  than  were  on  hand  on  Aug- 
ust 1,  1962.  The  increase  was 
due  both  to  a larger  crop  and  a 
sharp  decline  in  disappearance 
during  1962-63. 

The  1963  crop  was  estimated 
September  1 at  14.3  million 
bales,  down  from  14.9  million 
last  year.  Although  harvested 
acreage  was  lower  this  year, 
yields  per  acre  reached  a new 
high  of  482  pounds,  16  pounds 
over  the  previous  record  in  1958. 

Domestic  mill  consumption 
during  1963-64  is  estimated  at 
8.8  million  bales,  up  400,000 
bales  from  1962-63.  (16) 


Insect  Hordes  Face  Little  Opposition 
On  Many  Cotton  Farms  in  Alabama 

Overcome  all  the  other  prob- 
lems in  getting  a good  stand  of 
cotton  and  overnight  a lush 
growth  can  be  destroyed  by  an 
army  of  hungry  insects.  The  only 
way  to  fight  back  is  with  a good 
insect  control  program.  Yet  many 
farmers  don’t  make  use  of  such 
practices. 

To  determine  the  extent  to 
which  insect  control  is  used  on 
cotton,  the  cost  of  a typical  pro- 
gram, the  effect  on  yields  and  the 
use  of  related  production  prac- 
tices, the  Alabama  Agricultural 
Experiment  Station,  in  coopera- 
tion with  the  Economic  Research 
Service,  conducted  a survey  of 
cotton  farms  in  the  limestone  val- 
ley area  of  Alabama  during  1962. 
Farmers  in  the  11-county  survey 
area  were  questioned  about  insect 
control  used  on  their  1961  crops. 
Cotton  production  in  the  lime- 
stone valley  accounted  for  44  per 
cent  of  the  state  total  during 
1961. 

The  farms  selected  were  classed 
in  three  size  groups  on  the  basis 
of  1961  cotton  acreage.  There 
were  48  small  farms  with  an  aver- 
age of  47  acres  of  cropland.  These 
farmers  planted  9.6  acres  of  cot- 
ton during  1961  and  had  average 
lint  yields  of  372  pounds  per  acre. 

In  the  medium-size  group,  47 
farms  averaged  124  acres  of  crop- 
land. Yields  averaged  404  pounds 
of  lint  per  acre  on  32.8  acres  dur- 
ing the  crop  year  surveyed.  The 
large  farms  were  55  in  number 
and  had  506  acres  of  cropland  on 
the  average.  These  operators 
planted  140.6  acres  of  cotton  in 
1961  and  harvested  506  pounds  of 
lint  an  acre. 

Of  the  total  acreage  planted  in 
the  limestone  valley  area,  65  per 
cent  was  treated  one  or  more 
times  for  control  of  insects  dur- 
ing 1961. 

Replies  to  the  survey  questions 
indicated  that  44  per  cent  of  the 
small  farmers  used  insect  control, 
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70  per  cent  of  the  medium-size 
producers  and  73  per  cent  of  the 
large  growers.  The  average  num- 
ber of  times  treated  was  6.4  on 
small  farms,  5.2  on  medium-size 
farms  and  6.3  times  on  large 
farms. 

The  total  cost  of  insect  control 
per  acre  treated  also  varied  with 
the  size  of  farm.  Small  farmers 
spent  $13.06  per  acre  for  ma- 
terials and  application,  medium- 
size  operators,  $9.53,  and  large 
producers,  $14.18.  The  cost  of  the 
spray  or  dusting  material  alone 
was  $8.90,  $6.32  and  $9.64  for  the 
small,  medium  and  large  farms. 

On  the  basis  of  total  cotton 
acreage  treated,  dusts  were  used 
on  59  per  cent  of  the  crop  and 
sprays  on  the  remaining  41  per 
cent.  On  most  farms,  the  cotton 
crop  was  dusted  or  sprayed  as  of- 
ten as  the  Agricultural  Extension 
Service  recommended. 

More  small  farmers  used  dusts 
than  sprays.  Ninety-six  per  cent 
of  the  cotton  was  treated  with  in- 
secticides in  dust  form.  On  the 
medium-size  farms,  79  per  cent  of 
the  treated  acres  were  dusted 
while  the  large  farmers  used 
dusts  on  54  per  cent  of  their  cot- 
ton. 

However,  the  large  farmers 
were  more  likely  to  use  airplanes 
to  apply  dusts — 31  per  cent  of  the 
acreage  was  treated  this  way  in 
1961.  Nearly  all  the  small  and 
medium-size  growers  used  tractor 
dusters. 

The  large  producers  also  used 
airplanes  for  spraying  cotton.  Of 
the  46  per  cent  of  the  acreage 
treated  with  sprays,  10  per  cent 
was  covered  by  airplane.  High 
clearance  sprayers  were  used  on 
another  28  per  cent  with  tractor- 
mounted  rigs  handling  the  rest. 
The  use  of  airplanes  and  high 
clearance  equipment  gave  the 
large  farmers  better  control  over 
infestation  and  permitted  them  to 
spray  cotton  later  in  the  season 
when  the  plants  were  too  tall  to 
use  tractor  equipment. 

Researchers  estimated  the 
weighted  average  yield  of  lint  for 


Efficient  Farmers 

Just  in  case  someone  hasn’t 
noticed  how  efficient  farmers 
are,  here’s  part  of  the  record. 

In  terms  of  contributions  to 
gross  national  product,  the  gain 
in  output  per  man-hour  for 
agriculture  during  the  last  dec- 
ade was  more  than  double  the 
figure  for  industry.  Farmers 
chalked  up  an  average  annual 
gain  of  5.1  per  cent  in  labor 
efficiency  from  1950  to  1960 
while  all  nonfarm  workers  re- 
corded a 2.2  per  cent  increase 
in  efficiency.  (18) 


the  area  was  about  50  pounds  per 
acre  higher  on  farms  where  insect 
control  was  practiced  compared 
to  farms  where  no  spraying  or 
dusting  was  used.  However,  part 
of  this  difference  in  yields  could 
be  due  to  use  of  fertilizer,  herb- 
icides, defoliants  and  the  kind  of 
cultivation  practices  followed. 

When  the  operators  were  asked 
to  estimate  their  yields  without 
using  insect  control,  the  replies 
ranged  from  214  pounds  of  lint 


Farmland 

— The  asking  price  for  farm- 
land in  urban  fringe  areas  is  like- 
ly to  be  high  regardless  of  wheth- 
er the  buyer  wants  to  continue 
farming  or  convert  the  land  to 
commercial  use.  Farming  enter- 
prises on  the  edge  of  metropolitan 
areas  are  land-,  labor-  and  capital- 
intensive.  Typical  operations  are 
truck  cropping,  nurseries  produc- 
ing flowers  and  shrubs,  poultry 
and  egg  farms  and  dairy  feedlots. 
All  these  enterprises  usually  yield 
high  net  incomes  per  acre. 

— The  drive  to  enlarge  farms 
has  provided  continuous  strong 
demand  for  farm  real  estate  dur- 
ing the  past  decade.  Purchases  of 
land  for  enlarging  farms  have 
steadily  increased  from  26  per 
cent  of  land  transfers  in  1952  to 
46  per  cent  in  1962. 


per  acre  on  the  small  farms  to  324 
pounds  on  the  large  farms.  Farm-; 
ers  estimated  that  with  no  insect  j 
damage,  their  yields  would  have' 
been  around  677  pounds  of  lint; 
per  acre  on  the  small  and  medium-; 
size  farms  and  690  pounds  for  the 
large  operations. 

Farmers  were  also  asked  about 
other  production  practices  they| 
used  in  1961. 

Pre-emergence  herbicides  werei 
used  on  10  per  cent  of  the  cotton 
planted  on  the  small  farms,  26  per] 
cent  of  the  acreage  on  the  me-! 
dium-size  operations  and  33  perl 
cent  on  the  big  farms. 

Small  growers  used  defoliants,] 
mostly  in  dust  form,  on  1.5  per 
cent  of  their  cotton,  medium-size; 
producers  on  7.5  per  cent  and  the 
large  farmers  on  20.2  per  cent. 

At  harvest  time,  small  farmers; 
handpicked  92  per  cent  of  the; 
crop,  6 per  cent  was  picked  by 
machine  and  2 per  cent  hand- 
snapped.  On  medium-size  farms, 
77.2  per  cent  was  handpicked,  20 
per  cent  machinepicked  and  3 per 
cent  handsnapped.  (17) 


Footnotes 

- — How  much  of  a return  do^ 
farmers  make  on  their  land  in- 
vestment? For  the  past  10  years, i 
average  net  returns  to  farm  own- ; 
ers  from  farm  production  (after 
allowances  for  returns  to  labor) 
have  been  relatively  stable  at 
about  5 per  cent  of  the  estimated ; 
annual  market  value  of  all  farm 
real  estate. 

— Machinery  and  land  go  hand 
in  hand.  From  1952  to  1962,  the 
number  of  farm  workers  declined 
14  per  cent  as  farm  wage  rates 
advanced  30  per  cent.  Faced  with 
the  shortage  of  help  in  combina- 
tion with  the  increase  in  labor 
costs,  farmers  bought  more  and 
larger  farm  equipment.  In  turn, 
the  bigger  machinery  meant  more 
land  and  larger  fields  for  econom- 1 
ical  use.  (19) 
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The  rural-urban  fringe  is  get- 
ting frayed.  As  cities  checker- 
board into  suburbs,  and  the  sub- 
urbs move  into  the  countryside, 
the  loosely  woven  community  of 
farmers  and  nonfarmers  who  live 
just  beyond  the  edges  of  suburbia 
is  beginning  to  unravel.  And  no 
[one  seems  able  to  agree  on  what 
I to  do  about  it. 

Small  wonder.  About  the  only 
! common  denominator  of  the  rural- 
, urban  fringe  is  a preference  for 
' living  in  the  open  country. 

To  find  out  what  the  spread  of 
I the  suburbs  is  doing  to  these  semi- 
rural  communities,  researchers 
[ surveyed  Montgomery  and  Prince 
[ Georges  Counties,  the  counties 
[that  embrace  Washington,  D.C., 
j on  the  Maryland  side  of  the  Po- 
tomac. 

| The  area  qualifies  as  a labora- 
, tory  for  the  study  of  suburbaniza- 
. tion  for  two  reasons : The  growth 
; of  Washington  has  caused  the 
; combined  population  of  the  two 
j.  counties  nearly  to  double  in  the 
, past  10  years.  At  the  same  time, 
] farming  is  still  an  important  part 
! of  the  local  economy. 

, Unlike  the  suburbs,  where  fam- 
[ ilies  are  about  the  same  age,  have 
roughly  the  same  incomes,  and 
S live  in  similar  if  not  identical 
houses,  the  fringe  resident  is  not 


easily  fitted  to  a type. 

Shacks  and  stately  homes  may 
be  neighbors  in  the  fringe  area. 
Farms  share  space  with  industrial 
parks  and  airports.  The  popula- 
tion includes  a bit  of  everything : 
Prosperous  farmers  and  poor 
ones,  businessmen,  laborers,  pro- 
fessionals— all  make  their  home 
in  the  fringe.  And  though  most 
of  the  land  in  the  fringe  is  de- 
voted to  farming,  only  about  one 
family  in  10  actually  lives  on  a 
farm.  Even  then,  about  a third  of 
the  families  living  on  farms  got 
most  of  their  incomes  from  some- 
thing other  than  farming. 

The  fringe  population  also  rep- 
resents a higher  proportion  of 
white  collar  workers  than  rural 
areas  in  general.  At  the  same 
time,  the  fringe  areas  have  an 
unusually  high  percentage  of  un- 
skilled workers  and  farm  labor- 
ers. It’s  the  skilled,  blue  collar 
workers  who  are  in  the  minority. 

Family  incomes  for  the  fringe 
areas  show  the  same  diversity. 
The  median  income  for  nonfarm 
families  in  Montgomery  County 
in  1959  was  $4,451,  the  lowest  for 
the  two  counties.  At  the  top  of 
the  scale  were  the  farm  families 
in  Montgomery  County  with 
median  incomes  of  $7,031. 

The  level  of  education  in  the 


two  counties  follows  a similar  pat- 
tern. The  farmers  in  Montgomery 
County  could  boast  more  school- 
ing than  any  other  group;  the 
median  level  was  high  school. 

The  farm  population  in  the 
fringe  areas  was,  by  and  large, 
older  than  the  nonfarm  popula- 
tion by  10  years.  The  farmers  had 
also  been  living  in  the  area  longer. 
Some  85  per  cent  of  the  farm  resi- 
dents in  Prince  Georges  County, 
and  71  per  cent  in  Montgomery 
County,  were  either  born  in  the 
area  or  had  lived  there  since  be- 
fore the  war. 

The  fringe  residents  do  get  to- 
gether in  their  preference  for 
country  living.  The  degree  of 
rural  or  urban  orientation  was 
determined  by  the  answers  to  a 
series  of  questions  about  the  num- 
ber of  trips  to  the  city  (aside 
from  commuting) , membership  in 
rural  or  urban  organizations, 
reading  rural  or  urban  newspap- 
ers, and  where  the  residents  spent 
their  leisure  time. 

By  this  scale,  the  lives  of  fringe 
area  families  were  focused  on 
rural  life,  rather  than  city  activ- 
ities. Oddly  enough,  the  nonfarm 
families  in  Montgomery  County 
seemed  to  be  more  rural  in  their 
outlook  than  farmers  or  nonfarm- 
ers in  Prince  Georges  County.  (20) 
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Despite  Lacks  in  Rural  Education 
Diploma  Essential  to  Later  Success 

A young  man  with  a diploma 
from  a rural  high  school  finds  it 
tougher  to  get  a good  job  in  the 
city  than  a city  graduate.  Be- 
cause rural  high  school  education 
is  usually  not  up  to  the  national 
average,  country  graduates  often 
lose  out  to  the  better  trained  men. 

But  although  the  rural  gradu- 
ate has  trouble  competing  with 
city  boys,  he’s  still  better  off  than 
the  rural  high  school  dropout. 
Rural  graduates  who  find  jobs  in 
the  city  earn  a lot  more  money 
than  the  dropouts  who  remain  in 
the  country.  At  least  this  is  true 
of  young  men  who  attended  high 
school  in  eastern  Kentucky. 

For  example,  in  a recent  study 
of  more  than  300  boys  who  were 
in  the  eighth  grade  in  1950  in 
eastern  Kentucky,  researchers 
found  that  the  boys  who  com- 
pleted high  school  and  got  jobs  in 
the  city  earned  $5,000  annually 
10  years  later.  The  high  school 
dropouts  who  remained  in  the 
country  earned  about  $2,100  a 
year. 

The  study,  sponsored  by  ERS 
in  conjunction  with  the  Kentucky 
Agricultural  Experiment  Station, 
revealed  that  the  parents  had  lit- 
tle formal  education — 80  per  cent 
had  eight  years  or  less  of  formal 
training.  The  more  education  the 
parents  had,  the  more  likely  it 
was  the  children  would  complete 
a high  school  education. 

The  researchers  found  that  the 
high  school  graduates,  compared 
with  dropouts,  held  higher  job 
aspirations,  expressed  stronger 
intentions  to  do  something  posi- 
tive to  reach  their  goals. 

Some  65  per  cent  of  the  grad- 
uates remaining  in  eastern  Ken- 
tucky belonged  to  labor  unions, 
churches  and  lodges. 

More  than  half  the  young  men 
in  the  study  did  not  complete  high 
school.  Of  the  139  who  finished 
high  school,  47  entered  college, 
but  only  12  earned  degrees.  (21) 


Jobless  and  Underpaid 

Unemployment  isn’t  nearly  . 
the  problem  underemployment 
is  in  rural  areas.  Underemploy- 
ment means  not  getting  enough  * 
return  for  a normal  period  of  • 
work.  . 

For  example,  in  1959,  the  last 
income  census  year,  USD  A 
economists  estimated  that  about  * 
2,100,000  persons  in  rural  areas  * 
had  net  annual  incomes  of  • 
$1,200  or  less.  But  only  250,000  . 

of  these  persons  were  unem- 
ployed or  only  partially  em- 
ployed, according  to  the  Census. 

This  means  that  only  one-  * 
tenth  of  this  lowest  level  of  • 
rural  underemployment  is  re-  . 
corded  in  our  present  unemploy- 
ment statistics.  The  1,800,000 
unreported  persons  with  low 
incomes  represent  a tremen-  * 
dous  opportunity  for  economic  • 
growth.  . 

Most  of  the  rural  families 
with  net  annual  incomes  of  less 
than  $1,200  are  in  the  southern 
states.  Many  of  these  states  * 
have  more  than  50,000  families  . 
in  this  low  income  group.  (22) 


Many  Farm  Areas  Are  Still  Plagued 
By  High  Rate  of  School  Dropouts 

Retardation  in  school  is  still  a 
problem  in  rural  high  schools,  de- 
spite marked  improvement  in 
school  attendance  during  the  past 
10  years. 

In  1950,  38  per  cent  of  all  farm 
school  children  14-15  years  old 
were  in  grades  below  the  normal 
grades  for  their  age ; by  1960,  the 
percentage  had  been  reduced  to 
18.  Although  the  school  progress 
of  farm  children  has  improved, 
the  improvement  has  not  been 
sufficient  to  erase  the  difference 
between  farm  and  urban  children, 
and  in  1960  only  about  two-thirds 
as  many  urban  as  farm  14-15  year 
olds  were  retarded  in  school. 

When  a student  falls  behind  his 
age  group,  he  lowers  his  chances 
of  graduating  from  high  school. 
And  if  the  student  does  finish 
school,  he  is  apt  to  find  himself 
at  a disadvantage  in  the  job 


market,  since  employers  tend  toj 
prefer  the  younger  graduates. 

But  whether  he  graduates  early 
or  late,  he  is  still  far  better  off 
than  the  boy  without  a high  school 
diploma. 

A high  school  diploma  is  often 
the  minimum  qualification  for 
even  the  most  menial  jobs  these 
days,  especially  in  the  city.  And 
the  city  is  where  many  rural  stu-  ! 
dents  will  end  up  working. 

The  rural  student  who  doesn’t 
make  it  through  high  school,  or 
who  lags  behind  his  classmates, 
can  look  back  to  his  preschool 
days  for  part  of  the  cause.  Morej 
than  half  of  all  the  city  children! 
five  years  old  were  enrolled  in: 
school  in  1960;  only  29  per  cent[ 
of  rural  five-year  olds  were  inf 
school.  These  figures  mean  that; 
far  fewer  country  children  have! 
the  advantage  of  nursery  school 
and  kindergarten  to  prepare  them  f 
for  the  beginnings  of  their  formal , 
education.  Thus  the  rural  child: 
is  probably  more  apt  than  his  city  j 
cousin  to  repeat  the  first  or  second! 
grade. 

From  the  point  of  view  of  the; 
rural  school  system,  high  rates  of  | 
retardation  mean  additional  ex-1 
penses  as  the  students  repeat  I 
grades. 

Rural  youth  face  still  another; 
handicap ; their  parents  do  not 
emphasize  the  importance  of  edu- 
cation as  much  as  city  parents  j 
do.  Without  such  backing  from  ! 
their  parents,  the  rural  child  finds  | 
it  all  the  harder  to  keep  up  his  jl 
work  in  school.  (23) 


Nutrient  News 

Farmers  added  plant  nutrients 
to  48  per  cent  of  their  cropland 
and  improved  pasture  in  1959 — 
only  30  per  cent  was  fertilized  in 
1954.  Crops  with  more  than  half 
of  the  total  acreage  fertilized  in 
1959  were:  tobacco,  99  per  cent; 
sugar  crops,  92  per  cent;  pota- 
toes and  sweetpotatoes,  86  per 
cent;  vegetables,  76  per  cent; 
fruit,  73  per  cent;  corn  64 
per  cent;  and  cotton,  64  per 
cent.  (Ul) 
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The  farmer  used  to  cart  his  produce  to  market; 
today  he  is  apt  to  find  the  market  coming  to 
him.  Now  the  question  left  to  be  answered  is 


THE  WHOLESALER? 


! 


J 


There’s  a produce  wholesaler  in 
Allentown,  Pa.,  who  used  to  make 
several  trips  a week  to  the  Phila- 
delphia or  New  York  terminal 
markets.  Today,  he  can  pick  up  a 
phone  and  order  a partial  truck- 
load  of  vegetables  from  south 
Florida  and  have  it  topped  with 
citrus  on  the  way  north.  He  can 
combine  as  many  as  28  different 
vegetables  in  this  mixed  load. 

Without  leaving  his  office,  let 
alone  the  city,  he  has  assured  him- 
self of  the  supplies  he  needs. 

This  is  just  one  example  of 
the  way  direct  buying,  split  and 
mixed  loads,  and  other  develop- 
ments in  the  produce  trade  are  in- 
creasingly bypassing  the  primary 
wholesale  markets  and  fruit  auc- 
tions. 

The  leaders  in  the  trend  to  di- 
rect buying  are  the  national  and 
regional  food  chains. 

For  the  largest  chains,  the  at- 
traction of  direct  buying  lies 
mainly  in  cost  reduction.  By  go- 
ing directly  to  the  shipper,  the 
chains  hope  to  eliminate  the  cost 
of  handling  in  the  terminal  mar- 
kets. 

Smaller  chains  are  moving  to- 
ward direct  buying  less  because 
of  price  than  quality.  Direct  buy- 
ing gives  these  retailers  a greater 
assurance  of  getting  the  quality 
they  want.  Direct  buying  from 
shippers  who  are  known  for  de- 
livering quality  produce  helps  to 
reduce  the  day-to-day  unpredict- 
ability of  the  local  markets. 

The  proportion  of  direct  pur- 
chases from  shipping  point  by 
chains  and  affiliated  groups  has 
just  about  doubled  since  the  mid- 
thirties. Today,  such  purchases 
are  about  20  per  cent  of  total  mar- 
ket receipts  throughout  the  coun- 
try. 


Some  of  the  indications  for  the 
next  five  or  10  years  are: 

Direct  buying.  Continued 
growth  in  buying  groups  big 
enough  to  buy  directly  from  ship- 
pers. The  outside  limits  of  such 
a growth  will  be  set  by  the  needs 
of : 1.  restaurants,  hotels  and  the 
like,  2.  unaffiliated  independent 
grocery  stores  and  3.  chains  mak- 
ing local  purchases.  Of  course, 
the  more  the  terminal  markets 
can  offer  adequate  supplies  at 
competitive  prices,  the  less  incen- 
tive there  will  be  for  the  smaller 
groups  to  buy  direct. 

Wholesalers.  Greater  emphasis 
on  specialized  services,  such  as 
the  service  wholesaler  who  sup- 
plies unaffiliated  independents 
and  small  groups.  Such  functions 
as  prepackaging  will  grow. 

The  market  in  general.  A shift 
away  from  trading,  with  its  em- 
phasis on  profit  from  price 
changes,  to  merchandising,  where 
specialized  services  are  the  key  to 
profit.  (2A) 


Peach  of  a Crop 

This  year  growers  of  fresh 
peaches  in  the  Southeast  had 
bumper  crops  that  resulted  in 
marketing  difficulties.  The  same 
was  true  for  growers  of  fresh 
plums  in  California. 

The  Department  of  Agricul- 
ture has  surplus  removal  pro- 
grams designed  to  assist  growers 
in  disposing  of  large  supplies 
without  undue  losses.  In  July 
USD  A bought  44  cars  of  fresh 
peaches  in  Georgia,  South  Car- 
olina, North  Carolina  and  Ala- 
bama. In  California  it  purchased 
122  carloads  of  fresh  plums. 

USD  A purchases  go  to  or- 
phanages and  other  charitable 
institutions.  (25) 
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Consumers  Like  Ripe  Tomato  Flavor; 
Dealers  Buy  Green  for  Even  Quality 

Vine-ripened  tomatoes  offer 
plenty  of  appeal  to  marketers  and 
consumers  alike.  They  offer  prob- 
lems, too. 

Some  of  the  problems  were  in- 
dicated in  a recent  study  of  the 
marketing  of  vine-ripened  Flor- 
ida tomatoes.  The  study  was  made 
by  ERS  in  cooperation  with  the 
Florida  Agricultural  Experiment 
Stations. 

Vine-ripened  tomatoes  can  be 
shipped  directly  to  receivers. 

A majority  of  the  terminal 
market  handlers  thought  the  vine- 
ripened  tomatoes  were  superior 
to  the  mature-green  fruit  usually 
shipped.  About  60  per  cent  of  the 
handlers  thought  the  customers, 
also,  would  prefer  the  appearance 
and  taste  of  the  vine-ripened 
tomatoes. 

On  the  other  hand,  more  than 


Situation:  You  are  a processor 
of  frozen  orange  juice  concen- 
trate and  must  move  large  inven- 
tories to  make  way  for  the  next 
season’s  crop. 

Question : Should  you  cut  prices 
or  increase  advertising  and  other 
promotional  activities? 

Twenty-two  cooperating  proces- 
sors in  Florida  faced  this  problem 
in  the  latter  part  of  1959.  Taking 
a gamble,  they  solved  it  by  a pro- 
motional campaign  which  in- 
creased sales  by  13  per  cent  over 
what  they  could  have  expected 
without  an  advertising  effort. 
This  produced  $18  million  more 
in  sales  revenue  than  would  be 
produced  by  cutting  prices  enough 
to  sell  a comparable  quantity. 

Yet  although  promotion  of  agri- 
cultural products  is  already  big 
business,  with  1,200  firms  spend- 
ing about  $100  million  yearly  to 
influence  the  demand  for  their 
products,  little  research  has  been 
done  in  promotion.  Farm  corn- 


half  of  the  receivers  surveyed 
noted  drawbacks  to  the  vine-rip- 
ened tomatoes.  The  most  fre- 
quently mentioned  complaints 
were  the  uncertain  quality  and 
uneven  color  of  the  vine-ripened 
fruit. 

The  vine-ripened  tomatoes  also 
call  for  a little  more  skill  when 
it  comes  to  grading  the  product 
and  sorting  it  for  color.  Special- 
ized repackers  usually  take  care 
of  both  of  these  chores  for  ma- 
ture-green tomatoes. 

After  weighing  the  pros  and 
cons  of  the  two  kinds  of  toma- 
toes, the  dealers  indicated  the 
vine-ripe  product  might  gain  a 
larger  part  of  the  winter  market. 
But  they  also  felt  shippers  of  vine- 
ripe  fruit  wouldn’t  be  able  to 
achieve  the  consistent  quality  of 
mature-green  fruit. 

Some  of  the  dealers  in  the  sur- 
vey suggested  a need  for  wider 
promotion  of  the  vine-ripe  fruit 
to  stir  up  consumer  interest.  (26) 


modity  groups  are  seldom  able  to 
afford  extensive  promotional  re- 
search like  that  of  big  industrial 
companies. 

As  an  example  of  a research 
question  which  needs  answering, 
take  the  relationship  between  pro- 
motional themes  and  levels  of 
sales.  A study  of  apple  promotion 
shows  that  sales  in  six  midwest- 
ern  cities  went  up  32  per  cent  for 
Washington-grown  apples  when 
their  many  uses  were  publicized 
and  only  21  per  cent  when  the 
“health  theme’’  was  used.  How- 
ever, sales  of  grapefruit  also 
showed  a large  increase  when  the 
health  advantages  of  apples  were 
advertised. 

Another  question  concerns  the 
broiler  industry.  Do  frequent  re- 
tail specials  depress  the  farm 
price?  Or  do  they  raise  sales  reve- 
nue and  farm  prices  in  the  long 
run?  No  one  knows. 

The  agricultural  industry  vital- 
ly needs  promotion  research.  (27) 


Little  Change  in  Fat  and  Oil  Supply 
Expected  for  1963-64  Marketing  Year 

September  indications  for  the 
U.S.  supply  of  edible  fats,  oils  and 
oilseeds  pointed  to  a total  of  about  ; j 
16.7  billion  pounds  (oil  equiva- 
lent) for  the  1963-64  marketing 
year.  This  figure  is  up  roughly  2 
per  cent  over  the  supplies  avail-  i 
able  on  October  1,  1962.  The  be- 
ginning stocks  of  edible  fats  and  ; 
oils,  however,  should  be  around  2 
billion  pounds,  down  5 per  cent 
from  last  year. 

These  relatively  small  changes 
mask  a major  shift  in  soybean 
supplies — a sharp  increase  in 
production  and  an  equally  signifi-  j 
cant  decrease  in  soybean  carry-  ‘ 
over.  The  1963  harvest  is  ex- 
pected to  produce  728  million 
bushels  (compared  with  675  mil- 
lion in  1962),  a record  crop.  At 
the  same  time,  beginning  stocks  j 
on  October  1 should  be  about  10 
million  bushels  compared  to  58  •' 
million  a year  ago. 

With  demand  relatively  stable 
at  a high  level  and  supplies  ; 
limited,  the  1963-64  crushings  of  ; 
soybeans  should  increase  slightly  i 
from  last  year’s  record  475  mil-  ; 
lion  bushels.  Exports  should  set  ■ 
a new  record,  slightly  above  the 
180  million  bushels  now  expected 
for  1962-63. 

Cottonseed  production  in  1963- 
64  is  forecast  at  5.9  million  tons, 
a crop  that  should  yield  about  4 
per  cent  less  crude  oil  and  cake  I 
and  meal  than  a year  earlier. 
Prices  to  producers  will  likely  j 
average  above  1962-63. 

The  flaxseed  harvest  for  1963 
is  estimated  at  30.6  million 
bushels,  down  4 per  cent  from 
1962.  Combined  with  sharply  in- 
creased carryover,  however,  this 
will  mean  total  flaxseed  supplies 
for  1963-64  up  9 per  cent  over 
1962-63.  The  crop  harvest  alone 
is  one-fifth  greater  than  domestic  1 
requirements,  meaning  that  prices 
should  continue  to  average  slightly 
below  the  CCC  support  price  of 
$2.90  per  bushel.  (28) 


STUDY  OF  CONSUMER  REACTION  CAN  STRETCH  AD  DOLLARS 
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Latin  American  countries  are 
worried.  Their  trade  position  with 
Europe  has  been  declining,  and 
the  future  looks  no  better. 

Traditionally  Latin  America 
has  depended  upon  European  na- 
tions as  major  buyers  of  its  agri- 
cultural exports.  Prior  to  World 
War  II  almost  half  of  all  South 
and  Central  American  agricul- 
tural exports  went  to  Western  Eu- 
rope. Now  less  than  40  per  cent 
do.  And  since  1954  Latin  Ameri- 
ca’s generally  favorable  trade  bal- 
i ances  have  been  weakened  and  the 
capital  inflow  diminished  due  to  a 
continued  decline  in  world  prices 
for  basic  agricultural  products. 

In  this  situation  the  gathering 
force  of  the  European  Economic 
Community  (EEC)  or  Common 
Market  has  been  viewed  by  Latin 
countries  as  a serious  threat  to 
their  trade  and  economic  growth. 

Three  aspects  of  the  European 
Common  Market  particularly  con- 
cern Latin  American  officials : 

(1)  The  trade  impact  of  the 
Common  Agricultural  Policy 
which  proposes  a common  market 
for  wheat,  coarse  grains,  sugar, 
livestock  and  other  important 
products  as  early  as  1967-68.  If 
the  EEC  adopts  a policy  of  self- 
sufficiency  in  these  commodities  it 

j would  seriously  affect  Latin 
\ American  exports. 

(2)  Special  Common  Market 
concessions  to  former  European 
colonies  in  Africa  whose  exports 


compete  with  those  of  Latin 
America. 

(3)  The  possibility  that  the 
Common  Market  may  become  a 
restrictive  trade  bloc  encompass- 
ing all  of  Western  Europe. 

Many  of  these  fears  are  based 
on  past  experience.  Latin  Ameri- 
ca’s share  of  European  coffee  im- 
ports dropped  from  a prewar 
average  of  77  per  cent  to  55  per 
cent  in  1960.  In  cocoa  the  drop 
was  from  20  to  12  per  cent.  In 
both  cases  the  increased  competi- 
tion from  African  colonies  or  na- 
tions with  tariff  concessions  has 
been  a major  cause  of  the  decline. 

What’s  more,  coffee  is  consid- 
ered a luxury  item  by  European 
governments  and  taxed  accord- 
ingly. In  France  the  internal  taxes 
on  coffee  are  51  per  cent  of  value; 
in  Germany,  148  per  cent.  This  is 
added  to  external  import  duties 
of  more  than  20  per  cent  of  value 
for  both  countries.  Former  French 
colonies,  though,  do  not  pay  the 
import  duties  in  France. 

Duties  on  cotton  and  sugar,  by 
way  of  contrast,  have  been  much 
lower,  sometimes  nonexistent,  and 
the  Latin  American  share  of  West 
European  imports  has  risen. 

The  new  EEC  arrangements 
call  for  a uniform  tariff  schedule 
with  some  variable  levies  (on 
wheat,  for  instance)  and  some 
fixed  percentage  duties.  In  the 
case  of  wheat  and  other  variable 
levy  commodities,  any  price  ad- 


vantage which  non-European 
goods  have  previously  enjoyed  is 
to  be  eliminated.  Some  of  the 
fixed  levies  may  achieve  the  same 
result. 

Duties  on  commodities  impor- 
tant to  Latin  America  include  (by 
per  cent  of  value)  : coffee  beans, 
16;  cocoa  beans,  9;  bananas,  20; 
sugar,  80.  Other  basic  agricultural 
products,  raw  wool  and  cotton 
among  them,  will  enter  duty-free 
under  the  new  tariff. 

The  future  impact  of  the  EEC 
on  Latin  American  trade  is  diffi- 
cult to  predict.  For,  although  in- 
creased per  capita  consumption 
should  accompany  the  expected 
acceleration  in  the  Common  Mar- 
ket’s economic  growth,  Latin 
America  will  be  competing  with 
African  products  that  will  eventu- 
ally enter  duty-free. 

Pressures  from  Germany,  Italy 
and  the  Netherlands  may  yet 
overcome  the  Belgian  and  French 
insistence  on  tariff  preference  for 
African  countries  in  favor  of  de- 
velopment loans.  They  would  re- 
duce this  preference  by  lowering 
the  common  tariff  on  commodities 
which  Africa  exports  to  Europe 
duty-free  such  as  coffee  or  cocoa. 

The  EEC  may  also  be  induced 
to  expand  Latin  America’s  export 
possibilities  in  order  to  supply 
foreign  exchange  so  the  Latin 
countries  can  increase  their  im- 
ports of  European  manufactured 
goods.  (29) 
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Brazil  Seeks  to  Double  Meat  Output 
By  1970  to  Up  Home  Use  and  Exports 

Brazil  has  set  out  to  put  more 
meat  on  more  dinner  tables  at 
home  and  abroad. 

Total  meat  production  was  es- 
timated at  2.41  million  metric 
tons,  carcass  weight  basis,  in 
1961.  National  planners  hope  to 
almost  double  this  output  of  meat 
by  1970. 

As  a first  step,  President  Gou- 
lart  last  January  appointed  a 
work  group  whose  job  is  to  fix 
production  goals  for  home  con- 
sumption and  export  over  the 
next  three  years. 

The  need  to  step  up  meat  pro- 
duction for  domestic  use  becomes 
more  pressing  year  by  year. 

The  largest  Latin  American  na- 
tion, both  in  area  and  population, 
Brazil  had  73  million  people  to 
feed  in  1961.  Growing  at  an  an- 
nual rate  of  3.1  per  cent,  popula- 
tion is  expected  to  jump  to  over 
95  million  by  1970.  And  even 
though  total  agricultural  output 
has  increased  by  over  6 per  cent 
on  the  average  in  recent  years, 
per  capita  output  has  climbed  by 
less  than  3 per  cent  a year. 

Brazilians  ate  approximately 
2.35  million  tons  of  meat  in  1961. 
By  1970  consumption  may  reach 
3.81  million  tons,  an  increase  of 
over  60  per  cent. 

On  the  export  side,  Brazil  hopes 
to  develop  overseas  markets  for 
meat  and  other  livestock  products 
valued  at  $250  million  annually 
by  target  year  1970. 

This  would  provide  much  need- 
ed foreign  exchange.  The  world’s 
largest  coffee  exporter,  Brazil  has 
been  hit  in  the  last  few  years  by 
the  decline  in  world  coffee  prices. 
Farm  products,  two-thirds  coffee, 
have  slipped  from  90  per  cent  to 
80  per  cent  of  total  Brazilian  ex- 
ports. 

Brazil  has  the  basic  agricul- 
tural resources  to  expand  its  live- 
stock industry.  Range  land  is 
plentiful.  There  is  marked  poten- 
tial for  increasing  output  of  feed 


and  fodder. 

But  there  are  problems,  too. 
Poor  soils,  especially  in  the  vast 
tropical  and  subtropical  regions, 
keep  pasture  productivity  quite 
low. 

Also,  supplemental  feeding  will 
be  needed  to  tide  livestock  over 
the  long  dry  seasons  in  many 
areas,  or  more  drought-resistant 
pasture  grasses  will  have  to  be 
planted. 

Then  too,  there  is  the  animal 
health  problem.  Control  of  aftosa 
and  other  diseases  is  necessary 
before  production  and  exports 
can  be  much  increased.  Unless 
Brazilian  meat  can  pass  muster 
in  importing  countries  that  have 
disease  restrictions,  exports  will 
be  pretty  much  limited  to  lower 
value  processed  meats. 

Finally,  positive  programs  are 
needed  to  improve  processing  and 
marketing  systems  and  to  give 
livestock  producers  greater  incen- 
tive to  raise  and  market  more 
animals.  (30) 

More  Peruvians  With  More  Money 
Have  Helped  Double  U.S.  Exports 

U.S.  farm  commodities  are  en- 
joying a boom  in  Peru.  Between 
1956  and  1961,  U.S.  farm  exports 
to  Peru  almost  doubled,  increas- 
ing from  $13.3  to  $25.5  million  in 
the  five-year  period. 

A growing  population  in  Peru 
and  slowly  rising  per  capita  in- 
comes have  been  behind  the  in- 
crease in  food  imports.  Also,  Peru 
has  been  able  to  increase  its  im- 
ports because  of  greater  foreign 
exchange  earnings  from  copper, 
iron  ore,  fish  meal  and  sugar. 

Wheat  is  by  far  the  most  impor- 
tant of  Peru’s  imports,  with  corn, 
lard  and  edible  oils  next  on  the 
list.  Government  action  has  kept 
bread  prices  low  which  has  helped 
to  increase  the  demand  for  wheat 
and  wheat  products. 

Since  1958,  the  U.S.  has  sup- 
plied about  half  of  Peru’s  total 
wheat  imports.  Argentina  is  the 
next  most  important  source  and 


Canada  supplies  most  of  the  re-  1 
mainder. 

About  38  per  cent  of  the  U.S.  t 
grain  shipments  to  Peru  have 
been  financed  under  Title  I of 
Public  Law  480  (shipments  paid  ; 
for  with  local  currency) . Wheat 
shipments  under  other  govern-  : 
ment  programs  have  accounted 
for  29  per  cent  of  the  U.S.  trade  j 
and  cash  sales  for  the  remaining  , 
33  per  cent. 

Imports  from  the  U.S.  repre- 
sent from  30  to  40  per  cent  of  : 
Peru’s  total  agricultural  im- 
ports. (31) 

U.S.  Has  Fewer  Nontariff  Controls 
On  Farm  Imports  Than  Most  Nations 

Many  nations  use  tariffs  on 
farm  imports  to  protect  their  own 
agriculture.  But  some  countries  \ 
also  use  such  nontariff  controls  as 
import  quotas,  variable  levies,  im- 
port licenses  and  preferential 
treatment  of  one  country’s  prod- 
ucts over  another’s. 

Some  countries  continue  to  use 
nontariff  controls  to  regulate  the 
transfer  of  foreign  exchange.  But 
others  retain  nontariff  controls  ; 
that  apply  to  farm  imports  even  | 
though  these  countries  have  no 
serious  balance  of  payments 
problem. 

A new  USD  A study  shows  the 
following  percentages  of  agricul-  j 
tural  production  protected  by  one 
or  more  nontariff  restrictions : 


United  States 

26 

Greece 

82 

United 

Denmark 

87 

Kingdom 

37 

Austria 

91 

Canada 

41 

West  Germany  93 

Australia 

41 

France 

94 

Italy 

63 

Switzerland 

94 

Belgium 

76 

Norway 

97 

Japan 

76 

New  Zealand 

100 

Netherlands 

79 

Portugal 

100 

The  percentages  are  indicators 
only.  No  satisfactory  way  has 
been  found  to  get  a precise  meas- 
ure of  the  actual  protection  of 
nontariff  controls.  But  USDA  j 
economists  used  official  reports  of  j 
each  country  and  applied  the  same  j 
rules  to  each. 

Today  the  United  States  has 
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nontariff  import  controls  only  on 
[Wheat,  sugar,  peanuts,  cotton  and 
dairy  products.  All  other  farm 
| products  can  enter  in  unlimited 
quantities,  provided  they  meet 
health  and  other  safety  require- 
ments and  pay  fixed  tariffs  where 
they  apply. 

Our  tariffs  on  agricultural  im- 
ports also  are  lower  than  those 
of  most  other  major  agricultural 
; exporters.  The  average  tariff  rate 
was  reduced  from  88  per  cent  in 
1932  to  10  per  cent  by  1959,  with 
slight  reductions  since  and  more 
in  prospect  under  the  new  Trade 
Expansion  Act.  (32) 

Asking  Farmers  to  Live  on  Farms 
Is  Part  of  Bonn  Plan  to  Up  Income 

The  houses  cluster  around  the 
square.  Geraniums  bloom  on  the 
window  sills  and  storks  sometimes 
nest  in  the  chimneys.  Children 
play  in  the  dust  of  the  road. 
Above  the  rooftops  rises  the 
onion-shaped  spire  of  a white- 
washed church. 

These  are  the  farm  villages 
1 that  dot  the  German  countryside 
from  the  rolling  hills  of  Fran- 
conia to  the  Bavarian  Alps.  To 
outsiders  they  evoke  peace  and 
tranquility.  But  economically 
they  represent  a farm  system  that 
! hinders  more  than  it  helps  the 
rural  population. 

German  farmers  earned  38  per 
cent  less  in  1961-62  than  workers 
in  industry  and  other  nonfarm 
jobs.  Without  government  assist- 
ance it’s  estimated  that  farm  in- 
come would  have  been  only  half 
that  of  nonfarm  workers. 

True,  1961-62  was  a particular- 
ly bad  year  because  of  very  poor 
harvests  of  grain  and  root  crops. 
Cash  expenditures,  particularly 
for  feed,  climbed  markedly.  But 
even  in  1960-61,  a relatively  good 
i!  year,  farm  income  was  26  per  cent 
i below  that  of  other  sectors  of  the 
economy. 

In  an  effort  to  raise  farm  in- 
come, the  Bonn  government  has 
earmarked  more  money  in  1963 
than  ever  before  to  improve  the 


structure  of  agriculture.  Pro- 
grams are  geared  to  improve 
rural  roads  and  help  farmers  con- 
solidate their  scattered  land  hold- 
ings and  enlarge  their  farms  to  a 
more  efficient  size. 

Equally  important,  the  pro- 
grams encourage  farmers  to  move 
their  homes  and  farm  buildings 
away  from  the  villages  to  sites  on 
the  farm.  This  is  a distinct  break 
with  the  traditional  pattern  of 
rural  life,  but  the  government 
feels  it’s  essential  to  promote  bet- 
ter farm  management  and  higher 
returns  to  capital  and  labor. 

Most  farm  aid  is  administered 
under  the  Green  Plan  which  costs 
about  a half  billion  dollars  a year. 
Another  $200  million  goes  for 
farm  support  through  various 
marketing  orders,  some  recently 
superseded  by  Common  Market 
regulations,  and  other  measures 
of  trade  protection.  The  govern- 
ment, for  example,  retains  fairly 
strict  import  controls  on  a num- 
ber of  farm  products  not  yet  reg- 
ulated by  the  Common  Market. 
Then  too,  German  agriculture 
benefits  from  special  tax  exemp- 
tions or  reductions,  averaging 
$128  million  a year,  that  are  not 
granted  to  other  parts  of  the 
economy. 

With  better  harvests  and  with 
cash  outlays  estimated  to  increase 
only  $50  million  compared  with 
$321  million  in  1961-62,  farm  in- 
come should  be  up  this  year.  How- 
ever, the  industrial  labor  force  is 
now  pressing  for  wage  increases. 
So  while  the  disparity  between 
farm  and  nonfarm  income  may 
narrow  somewhat,  it  isn’t  ex- 
pected to  return  to  the  level  of 
1960-61. 

In  fact,  it  looks  like  the  farm 
income  problem  will  face  German 
policymakers  for  some  time  to 
come.  Meanwhile,  there’s  little 
visible  change  in  village  life.  This 
time  of  year  the  hay  has  been 
stacked,  the  honey  wagons 
brought  in  from  the  fields,  the 
stones  replaced  on  roofs  to  secure 
them  against  the  Alpine  winds 
through  the  winter.  (33) 


U.S.  Exports  of  Corn  to  Austria 
Might  More  Than  Double  by  1975 

U.S.  exporters  may  be  able  to 
increase  their  feed  grain  ship- 
ments to  Austria  during  the  next 
10  or  12  years,  according  to  re- 
cently completed  projections  of 
agricultural  trade  for  this  central 
European  country. 

However,  American  exporters 
currently  face  keen  competition 
in  this  market  and  probably  will 
face  even  more  difficulties  if  Aus- 
tria becomes  an  associate  of  the 
European  Economic  Community. 

But  for  the  moment  at  least,  the 
prospect  is  attractive,  and  the 
curves  that  take  off  from  the 
1960-62  base  period  have  a brisk 
upward  swing. 

The  Austrian  market  for  feed 
grains  (largely  corn),  starting 
from  an  annual  average  of  518,- 
000  metric  tons  for  1960-62,  is 
forecast  to  reach  1 million  metric 
tons  by  1965  and  1.2  to  1.6  mil- 
lion metric  tons  by  1975. 

Even  the  most  conservative 
view  of  U.S.  expectations  shows  a 
handsome  increase  in  this  coun- 
try’s exports  of  corn  to  Austria. 
The  projections  indicate  that  the 
U.S.  will  increase  its  total  corn 
exports  to  Austria  between  94  and 
106  per  cent  by  1965,  compared 
with  1960-62.  The  figures  for  1975 
indicate  the  U.S.  may  increase  its 
shipments  to  this  market  between 
134  and  235  per  cent,  compared 
with  the  same  base  period.  In 
1960-62,  the  U.S.  supplied  32  per 
cent  of  Austria’s  total  corn  im- 
ports. 

The  projections  also  show  in- 
creased imports  of  citrus  fruits, 
tobacco,  vegetable  oils  and  poultry 
meats.  It  could  be  good  news  for 
U.S.  exporters,  but  only  if  this 
country  is  given  an  opportunity 
to  maintain  its  access  to  the  Aus- 
trian market. 

These  projections  are  based  on 
a study  conducted  by  the  Austrian 
Institute  for  Economic  Research 
for  the  Economic  Research  Serv- 
ice. (3b) 
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THE  FOREIGN  MARKET 


Government  Assistance  for  Exports 
Sustains  Crops  in  Foreign  Markets 

U.S.  agriculture  annually  sup- 
plies about  one-fifth  of  all  farm 
commodities  entering  world 
trade.  Nevertheless,  U.S.  export- 
ers often  have  difficulty  competing 
with  low-priced  commodities  on 
the  world  market. 

In  order  to  maintain  our  lead- 
ing position  in  international 
trade,  the  federal  government 
provides  several  methods  of  as- 
sisting exporters.  This  assistance 
takes  the  form  of  cash  or  com- 
modity payments  or  sales  from 
government-owned  stocks  at  less 
than  domestic  market  prices. 

Prior  to  1956,  with  the  excep- 
tion of  sales  of  wheat  and  flour 
under  the  International  Wheat 
Agreement  which  received  cash 
export  payments,  the  bulk  of  ex- 
port sales  of  government  (Com- 
modity Credit  Corporation) 
stocks  were  made  at  competitive 
bid  or  announced  export  prices 
which  at  times  were  below  domes- 


tic market  prices. 

Since  1956  these  programs  have 
been  gradually  replaced  by  pay- 
ment-in-kind  arrangements  for 
wheat,  rice,  cotton  and  nonfat 
dried  milk.  By  making  commodity 
payments  on  the  basis  of  previous 
exports  (exporters  produce  certifi- 
cates of  sales)  the  government  en- 
courages the  use  of  commercial 
supplies  rather  than  drawing 
from  government  stocks. 

Since  payment-in-kind  pro- 
grams depend  on  adequate  pri- 
vate stocks,  the  CCC  has  reopened 
sales  of  government  supplies 
where  commercial  stocks  were 
lacking.  This  has  been  the  case 
recently  in  cotton. 

Among  the  several  commodities 
which  receive  export  payment  as- 
sistance, wheat  is  by  far  the  larg- 
est, with  $1,088  million  of  ex- 
ports aided  in  the  fiscal  year  end- 
ing June  30,  1962.  Cotton  ($661 
million),  feed  grains  ($137  mil- 
lion) and  milled  rice  ($128  mil- 
lion) followed.  Since  late  1961, 
domestic  feed  grain  prices  have 
been  at  levels  to  permit  record 


exports  without  need  for  export 
payment.  Together,  grains  and 
cotton  account  for  98  per  cent  of 
all  exports  assisted  by  export  pay- 
ments. 

While  the  programs  are  very 
similar  in  their  general  concep- 
tion, they  vary  according  to  mar- 
keting practices. 

Wheat,  moreover,  is  covered  by  I 
the  International  Wheat  Agree-  j 
ment  (IWA)  by  which  the  United  ! 
States  has  undertaken  to  supply  ; 
quantities,  within  agreed  maxi-  ; 
mum-minimum  price  ranges,  at 
least  equal  to  historical  average  i 
purchases. 

The  payment  assistance  pro- 
grams include  products  sold  un- 
der government  programs  (32  per 
cent  of  total  agricultural  exports) 
as  well  as  commercial  dollar  sales  j 
(68  per  cent).  Fully  40  per  cent  ! 
of  all  U.S.  government  and  com-  i 
mercial  farm  exports  receive  ex-  ; 
port  payment  assistance.  In  the 
fiscal  year  1961-62,  this  meant  an 
estimated  total  of  some  $667.5 
million  in  government  payments  j! 
assistance  to  exporters.  (35) 


NEWS  PICKUPS 

NETHERLANDS.  Subsidies  on  some  butter 
exports  have  been  stopped  temporarily  to  con- 
serve present  low  stocks.  Production  for  the 
year  ending  next  March  should  just  about  fill 
domestic  needs  and  expected  export  orders, 
leaving  little  to  add  to  stocks.  In  August  the 
Dutch  bought  U.S.  butter  for  the  first  time 
since  1782. 

EAST  GERMANY.  Grain  output  this  year 
has  fallen  to  the  lowest  level  of  the  past  decade. 
Livestock  production  is  down  sharply  since 
1960.  Even  with  rationing,  the  food  situation 
remains  critical  and  30  per  cent  of  all  imports 
are  food. 

SYRIA.  High  winds  and  rains  late  in  the 
season  cut  back  expected  hard  wheat  production 
by  one  third.  Damascus  expected  surpluses  this 
year  would  permit  all-time  high  exports.  In- 
stead, local  shortages  may  crop  up  if  large 


quantities  of  wheat  continue  to  be  smuggled 
to  neighboring  countries  where  prices  are 
higher. 

SOUTH  AFRICA.  Corn  exports  to  Japan 
are  fast  catching  up  with  U.S.  exports.  Valued 
at  about  $4  million  in  1959,  a year  U.S.  ship- 
ments totaled  $15  million,  South  African  ex- 
ports hit  $48  million  in  1962 ; U.S.  exports  were 
just  under  $60  million. 

COMMUNIST  CHINA.  Crop  losses  from 
heavy  rains  are  indicated  in  Peiping’s  negotia- 
tions with  Australia  and  Canada  for  more 
grain.  If  negotiated  sales  go  through,  grain 
imports,  mostly  wheat,  will  be  above  last  two 
years.  Other  principal  shippers  are  France  and 
South  Africa. 

DOMINICAN  REPUBLIC.  Inspired  by  TVA 
success,  the  Alliance  for  Progress  is  consider- 
ing a vast  irrigation  project  that  would  double 
the  income  of  more  than  a quarter  of  a million 
rural  people.  (36) 
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THE  CONSUMER 


Going  shopping?  You  may  find  85  different  cuts 
of  meat  and  poultry  or  100  different  kinds  of  canned  vegetables — 
it’s  just  a fraction  of  what  modern  foodstores  offer 


The  horn  of  plenty  held  scant 
rations  compared  with  today’s 
food  store. 

Housewives  know  it;  they  shop 
the  copious  canyons  of  food  every 
week.  Economists  can  prove  it; 
a team  of  them  has  just  returned 
from  counting  up  the  abundance 
available  in  a typical  American 
community.  Their  statistical  gro- 
cery cart  is  ready  to  collapse  un- 
der the  weight  of  their  food 
figures. 

Item  by  item  they  counted  up 
selected  inventories  for  super- 
markets, superettes  and  curb 
stores  in  two  neighboring  towns 
in  North  Carolina.  Then  they  did 
it  all  over  again,  by  size  of  store 
and  by  the  neighborhood  it  served. 

Any  way  they  counted  it,  the 
economists  found  food  in  an  al- 
most stupifying  variety. 

Meat  or  poultry  on  the  shop- 
ping list?  The  housewife  could 
have  found  85  different  kinds  and 
cuts  of  meat.  That’s  what  one 


store  offered  in  the  way  of  T-bones 
and  chuck  roasts  and  broilers  and 
bacon  and  pork  chops  and  veal 
steaks. 

If  that  weren’t  enough,  the 
shopper  could  have  pushed  the 
possibilities  up  to  135  by  investi- 
gating all  the  stores. 

Cold  cuts  and  sea  food,  inci- 
dentally, weren’t  on  the  list.  There 
is,  after  all,  a limit  to  what  one 
economic  shopping  bag  will  hold. 

Or  take  canned  green  beans  for 
a sample  of  everyday  bounty. 
There  were  cut  beans  and  French 
style,  fancy  long  vertical  packs 
and  whole  beans.  Green  beans 
with  or  without  seasoning.  There 
were,  in  fact,  nine  different  varie- 
ties of  canned  green  beans,  not  to 
mention  fresh  and  frozen  green 
beans. 

The  big  food  stores  offered  well 
over  70  different  varieties  of 
canned  vegetables  and  the  choice 
in  one  store  was  from  as  many  as 
100  varieties. 


But  as  a measure  of  variety, 
the  figure  isn’t  even  near  the 
mark.  You  have  to  add,  as  the 
economists  did,  brands — to  please 
the  individual  housewife’s  taste — 
and  can  sizes — to  suit  the  needs 
of  her  family.  One  store  in  the 
survey  offered  262  different  com- 
binations of  can  sizes,  brands  and 
varieties  of  vegetables  alone. 

The  most  likely  place  to  find 
the  widest  variety  of  foods,  inci- 
dentally, is  not  in  the  richest  part 
of  town.  The  survey  found  the 
biggest  stock  of  items  in  super- 
markets in  lower  income  neigh- 
borhoods. It’s  the  budget  conscious 
housewife  who  needs  and  gets  the 
widest  selection  of  foods  to  make 
her  budget  stretch. 

Variety,  however,  is  not  the 
only  service  the  housewife  wants ; 
convenience  is  another.  And  con- 
venience in  the  form  of  late  hours 
and  seven-day  service  is  a near- 
monopoly of  the  little  neighbor- 
hood stores  and  larger  independ- 
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ents  or  superettes. 

The  old-fashioned  neighborhood 
store  and  the  new  superettes  both 
make  a point  of  being  open  for 
the  housewife  who  decides  to  do 
her  shopping  at  nine  or  10  o’clock 
at  night.  And  of  the  two  the  doors 
are  apt  to  be  open  later  at  the 
little  neighborhood  store. 

Though  the  variety  in  these 
stores  is  nothing  to  compare  with 
the  big  supermarkets,  the  little 
stores  could  take  care  of  most  of 
a week’s  shopping  satisfactorily. 

Should  the  housewife  care  to 
go  on  a city-wide  shopping  spree, 
searching  for  the  ultimate  in 
variety  in  foods,  she  is  apt  to  find 
she  would  have  been  just  as  well 
oif  to  stay  within  her  own  neigh- 
borhood. The  manager  of  her 
local  food  store  does  his  best  to 
provide  the  items  she  wants, 
whatever  they  may  be. 

The  biggest  supermarkets  in 
the  study,  for  instance,  offered  as 


few  as  65  different  items  of  fresh 
meat  and  poultry,  or  as  many  as 
85.  The  range  is  a pretty  good  in- 
dication that  the  managers  knew 
what  their  customers  wanted  and 
had  it  ready  for  them.  (37) 

Granddad’s  Apple-A-Day  Prescription 
Is  Concentrated  in  Today’s  Freezer 

Fresh  fruit  on  the  sideboard 
was  almost  a permanent  fixture 
in  the  dining  room  of  1910. 

Today  the  dining  room  fixture 
has  moved  into  the  kitchen,  as 
concentrated  juices  in  the  freezer 
and  as  canned  fruits  on  the  shelf. 

ERS  has  just  updated  to  1962 
its  yearly  series  on  how  much 
fruit  we  eat  per  person.  It  shows 
we  ate  about  3 pounds  less  fresh 
fruit  last  year  than  we  did  in 
1961,  but  50  pounds  less  than  our 
grandparents  did  back  in  1910. 

Among  the  fresh  fruits,  only 
oranges  and  grapefruit,  luxury 


items  a half  century  ago,  have 
climbed  the  consumption  ladder. 

The  new  figures  show  home- 
makers have  simply  switched 
from  fresh  and  dried  fruits  to 
processed  fruits  — concentrated 
juices,  canned  fruit  slices,  frozen 
pies  and  the  like.  In  1962  we 
actually  ate  over  36  pounds  more 
fruit  in  one  form  or  another  than 
our  grandparents  in  1910,  more 
than  2 pounds  more  than  we  our- 
selves did  in  1961.  (38) 

Food  Imports  Rose  Last  Year; 
Slightly  Higher  Than  in  1961 

About  13  per  cent  of  the  food 
Americans  ate  last  year  was  im- 
ported— that’s  slightly  more  than 
in  1961.  Coffee  comprised  the 
largest  part  of  the  total. 

All  of  the  coffee,  tea,  cocoa,  and 
bananas  we  consumed  in  1962 
was  imported.  Some  edible  oils 
such  as  olive,  and  coconut,  plus 
certain  tree  nuts  such  as  cashews  * 
and  Brazil  nuts,  and  most  spices  j 
also  were  imported.  Of  the  total 
crops  we  used  for  food  last  year, 
about  a third  came  from  overseas. 

About  78  per  cent  of  our  total 
imports  of  all  agricultural  com-  j 
modities  was  used  for  civilian 
food.  The  remaining  22  per  cent 
consisted  of  foods  consumed  by 
the  military  or  were  such  nonfood 
products  as  wool,  tobacco  and 
cotton. 

Only  a little  more  than  3 per 
cent  of  the  total  food  use  of  live- 
stock products  in  1962  was  im- 
ported. Much  of  this  was  used 
in  processed  products. 

The  long  dock  strike  beginning 
last  December  on  the  East  and  I 
Gulf  coasts  paralyzed  shipping 
and  reduced  most  food  imports  in 
January  this  year  well  below  the 
same  period  in  1962. 

Imports  of  processed  fruits  and 
vegetables  in  January  were  more 
than  a third  below  a year  earlier. 
Imports  of  many  fresh  fruits, 
however,  were  increased  to  offset  j 
the  freeze  damage  to  southern 
crops  last  winter.  (39) 


TAKE  YOUR  CHOICE:  The  variety  of  foods  available  in  the  average  market  would 
beggar  the  imagination  of  the  most  inventive  cook.  The  table  shows  what  a house- 
wife could  have  found  in  two  neighboring  cities  in  North  Carolina  in  late  spring  of 

this  year.  If  she  went  to  a multi-unit  chain  store,  for  example,  she  could  have 
chosen  from  an  average  of  78  different  varieties  of  canned  vegetables  not  count- 
ing brands  or  can  sizes.  If  she  shopped  at  an  affiliated  independent,  her  choice  on 
the  average  would  have  been  86  different  canned  vegetables.  The  large  inde- 
pendent food  retailers  could  offer  her  51  selections,  and  even  the  little  neighbor- 
hood store  could  boast  an  average  of  38  items.  And  if  she  wanted  to  explore  all 

the  stores  in  the  two  communities,  she  could  have  chosen  from  112  different 

varieties  of  canned  vegetables.  When  the  varieties  are  multiplied  by  the  available 
brands  and  different  sizes  of  cans,  her  choice  would  have  soared  to  262  different 
items  of  canned  vegetables.* 


Type  of 
ownership, 
retail  food 

Stores 

Fresh  meat, 
poultry 

Fresh 

vegetables 

Canned 

vegetables 

Frozen 

vegetables 

establishment 

Av.  J 

Range 

Av. 

Range 

Av. 

J Range 

Av.  | 

Range 

Multi-unit 

Number 

9 

76 

67-85 

26 

Number 

17-31  78  73-84 

34 

26-43 

Affiliated 

6 

72 

53-84 

25 

21-31 

86 

71-100  39 

19-50 

Independent: 

Large 

9 

31 

17-52 

15 

7-21 

51 

33-63 

16 

8-30 

Small 

6 

12 

8-19 

10 

8-10 

38 

33-46 

17 

7-23 

Different  kinds  of  items 
available  in  sample 
stores,  two  communities 

135 

47 

112 

75 

The  figures  are  taken  from  a current  study  of  pricing  practices  for  retail  food  stores.  Of  11 
food  groups  included  in  the  survey,  the  following  are  not  in  the  table:  Fresh,  canned,  frozen 
and  dried  fruit,  canned  and  frozen  juices,  and  dried  vegetables. 
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SPECIAL  FEATURt 


A HARD  LOOK  AHEAD 


man,  land  and  food 


Man  faces  one  of  the  greatest 
challenges  of  the  twentieth  cen- 
tury between  now  and  the  year 
2000. 

Even  at  its  simplest,  the  prob- 
lem is  staggering: 

How  can  the  world  produce 
food  for  a population  that  will 
more  than  double  from  3 billion  to 
6 billion  plus  in  less  than  four 
decades,  when  there  is  little  new 
land  to  draw  on  in  many  areas 
and  not  enough  capital  to  raise 
yields  much  in  most  areas. 

A comprehensive  new  study  by 
the  Economic  Research  Service 
presents  the  problem  in  three 
dimensions:  Man,  how  fast  he  is 
multiplying;  land,  how  little  new 
acreage  can  readily  be  brought 
under  cultivation;  and  food,  how 


much  it  will  take  to  feed  a world 
population  grown  to  over  twice 
its  present  size  by  the  year  2000. 

The  world  food  problem  is  not 
in  the  so-called  developed  world 
or  industrial  West — Europe,  in- 
cluding the  Soviet  Union,  North 
America  (Canada  and  the  United 
States)  and  Oceania  (Australia 
and  New  Zealand) . Diets  in  these 
regions  have  improved  steadily 
since  the  beginning  of  the  cen- 
tury. Today  there  are  no  nation- 
wide food  shortages  anywhere  in 
the  western  world. 

But  there  are  food  deficits  al- 
most everywhere  in  the  less  de- 
veloped world — Asia,  Africa  and 
Latin  America.  The  study  shows 
that  people  in  some  50  less  devel- 
oped countries  don’t  get  enough 


of  the  right  foods  for  a balanced 
diet.  Population  has  simply  out- 
raced  food  production,  and  the 
number  of  people  suffering  from 
malnutrition  has  actually  gone  up 
since  the  early  1900s. 

The  less  developed  region  will 
be  hard  put  in  the  years  ahead  to 
provide  more  and  more  people 
with  even  the  same  low  quality 
diet. 

And  this  is  not  enough  in  an 
era  of  new  nations  and  new  aspi- 
rations. 

People  want  more  food,  better 
food,  with  enough  of  the  proteins, 
fats  and  other  nutrients  that 
spell  the  difference  between 
chronic  inertia  and  normal  health. 

What  will  it  take  to  raise  the 
per  capita  food  supply  of  the  less 
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MAN,  LAND  AND  FOOD 


IDEAS  OUTPACED  MAN:  Two  great  religions  came  into  being.  A single  document 
laid  one  of  the  cornerstones  of  justice  throughout  the  English-speaking  world. 
Printing  and  the  Renaissance  opened  new  worlds  of  ideas  and  art.  Yet  for  16 
centuries  man  could  not  make  births  much  override  the  death  rate.  World 
population,  250  million  at  the  time  of  Christ,  had  only  doubled  by  1600,  a rate 
of  growth  ranging  from  2.5  to  5 per  cent  a century.  With  advances  in  medicine 
and  nutrition,  the  growth  rate  by  1900  was  nearly  1 per  cent  a year.  Today  it’s 
more  than  2 per  cent  a year  and  rising.  Estimated  world  population  by  the  year 
2000:  6 billion  plus.  How  to  feed  spiraling  populations  is  a problem  that  underlies 
economic  development  programs  in  most  emerging  countries. 


U.  S.  DEPARTMENT  OF  AGRICULTURE 
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REAL  EXPLOSION  STILL  AHEAD:  Disease  remained  the  great  leveler  of  populations 
in  Latin  America,  Africa  and  Asia  well  into  the  twentieth  century.  The  growth 
rate  in  the  early  decades  of  this  century  actually  lagged  behind  that  of  the 
developed  world  where  medical  advances  first  helped  to  prolong  life.  But  the  less 
developed  world  has  caught  up  fast.  Latin  America’s  population  is  growing  fastest 
but  Asia,  which  started  the  century  with  far  more  people,  has  the  most  critical 
problem.  In  the  last  four  decades  of  the  century  the  less  developed  region  is 
expected  to  add  well  over  3 billion  people,  a number  equal  to  the  total  population 
of  the  World  today. 


developed  world,  say,  10  per  cent 
above  present  levels  by  1980,  or 
20  per  cent  by  the  year  2000? 

The  study  shows  that,  even 
with  expanded  food  imports,  if 
the  less  developed  world  succeeds 
in  raising  the  food  available  per 
person  20  per  cent  above  present 
levels  by  the  year  2000  it  will 
have  to : 

— Nearly  triple  its  present  out- 
put. 

— Add  to  present  food  output 
an  amount  approximating  the 
current  food  production  of  the 
entire  world. 

— Achieve,  with  limited  re- 
sources, an  annual  rate  of  in- 
crease in  food  output  considerably 
higher  than  that  ever  attained  by 
the  affluent  societies  of  North 
America  and  the  rest  of  the  in- 
dustrial West. 

Moreover,  the  less  developed 
world  will  have  to  accomplish  all 
this  in  less  time  than  man  has 
spent  developing  a single  variety 
of  high  yield  grain — hybrid  corn. 

MAN:  Four  Births  Per  Second. 

From  the  dawn  of  man  to  the 
time  of  Christ,  world  population 
grew  only  to  a total  of  250  mil- 
lion. It  took  another  16  centuries 
to  double  this  figure. 

Then  medical  science,  coloni- 
zation of  new  lands  and  somewhat 
better  living  conditions  began  to 
make  slow  but  sure  inroads  in  the 
high  death  rate.  Population  in- 
creased more  rapidly,  and  by  1900 
had  reached  an  annual  growth 
rate  of  1 per  cent. 

Today’s  rate  of  increase  is  well 
above  2 per  cent  a year.  In  the  | 
world  today  four  children  are 
born  every  second,  240  a minute  ; 
— or  well  over  300,000  a day.  This  I 
growth  rate  is  so  recent  a phe- 
nomenon that  man  has  scarcely 
begun  to  assess  its  long-term 
impact. 

United  Nations  estimates  show 
that  nearly  5 billion  people  will 
be  added  to  world  population  in 
this  century.  Startling  in  itself, 
the  estimate  presents  two  even 
more  startling  prospects : 
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LAND  SCARCER:  Using  area  in  grain  as  an  indicator,  the  amount  of  land 
per  person  has  declined  in  every  geographic  region  since  prewar.  But  the 
developed  region  still  has  twice  as  much  land  per  person  as  the  less  developed 
region. 


Region 

Land  per  person 

1934-38 

1948-52 

1960/61 

Acres 

Economic  regions: 1 

Developed  region 

1.02 

0.92 

0.85 

Less  developed  region 

.48 

.46 

.43 

Ceographic  regions: 

North  America 

1.73 

1.53 

1.19 

Latin  America 

.55 

.42 

.43 

Western  Europe 

.39 

.35 

.33 

Eastern  Europe  and  USSR 

1.24 

1.10 

1.08 

Africa 

.59 

.56 

.53 

Asia 

.45 

.45 

.42 

Oceania 

1.45 

1.15 

1.31 

World 

.66 

.60 

.55 

1 Less  developed  region  includes  Asia,  Africa  and  Latin  America.  Developed  region 
includes  all  others. 


— Only  1.4  billion  people  were 
added  in  the  first  60  years  of  the 
century.  Some  3.4  billion  more 
are  still  to  come. 

— Most  of  the  people  will  be 
added  in  areas  that  are  least  able 
to  feed  themselves.  While  the 
century  increase  for  the  developed 
world  is  estimated  at  800  million, 
that  for  the  less  developed  world 
is  4 billion. 

Latin  America  has  by  far  the 
world’s  fastest  rate  of  population 
growth.  Projections  show  it  will 
average  30  per  cent  a decade, 
from  now  until  2000,  well  above 
the  decade  rate  for  Africa  (18- 
26%)  or  Asia  (22-25%). 

However,  Asia,  with  more 
people  to  start  with,  faces  the 
most  critical  problem.  By  2000 
Asia  alone  will  have  a population 
greater  than  the  present  popula- 
tion of  the  entire  world. 

History  suggests  that  the  de- 
veloped world  has  made  the  most 
progress  when  population  was 
growing  at  less  than  10  per  cent 
a decade.  The  less  developed 
world  is  trying  to  raise  its  eco- 
nomic level  under  the  double  bur- 
den of  a population  growth  rate 
more  than  twice  that  of  the  West 
and  a much  smaller  per  capita 
endowment  of  land,  water  and 
other  natural  resources. 

LAND:  The  Shrinking  Ratio. 

Population  growth  is  not  in  itself 
the  critical  factor  in  the  pro- 
tracted food  shortage  facing  the 
less  developed  world.  The  real 
problem  is  that  the  man-land  ratio 
is  out  of  balance.  Populations 
with  enough  land  to  support  their 
food  needs  are  not  the  ones  hav- 
ing the  most  children. 

Well  into  the  twentieth  century 
population  pressures  could  still 
be  eased  by  bringing  new  acreage 
under  cultivation.  But  at  mid- 
century this  escape  valve  began 
to  close.  Over  the  next  four  dec- 
ades higher  yields  must  account 
for  the  larger  part  of  the  required 
increase  in  food  output. 

FOOD:  The  Chronic  Need.  The 

study  shows  that  92  per  cent  of 


the  people  in  Asia  live  in  countries 
where  the  average  energy  intake, 
measured  in  calories,  is  below  the 
accepted  minimum  standards  for 
good  nutrition.  The  situation  is 
less  critical  in  Africa,  where  38 
per  cent  of  the  population  is  in 
calorie-deficient  countries,  and  in 
Latin  America,  where  the  figure 
is  29  per  cent. 

However,  people  may  get 
enough  calories  from  starchy 
foods  and  still  suffer  from  mal- 
nutrition. They  also  need  live- 
stock products,  vegetables,  fruits, 
and  other  types  of  foods  that 


HOW  LAND  IS  USED 


Region 

Arable 
land  & 
land  in 
tree 
crops 

Perma- 

nent 

meadows 

& 

pastures 

All 

other 

land 

North  America 

11.8 

Per  cent 

14.4  73.8 

Latin  America 

5.0 

18.0 

77.0 

W.  Europe 

26.8 

15.5 

57.7 

E.  Europe 
& USSR 

1 1.7 

16.5 

71.8 

Africa 

7.8 

19.6 

72.6 

Asia 

16.0 

16.0 

68.0 

Oceania 

3.3 

52.3 

44.4 

provide  proteins,  fat  and  vita- 
mins. 

By  all  protein  indicators,  diets 
met  accepted  standards  in  only 
25  of  the  60  countries  in  the  less 
developed  world  in  1958,  the  last 
year  studied.  The  other  35  coun- 
tries, lacking  one  or  more  of  the 
proteins,  have  79  per  cent  of  the 
population  of  the  less  developed 
world. 

Thirteen  of  the  20  countries  in 
Latin  America  had  protein  short- 
ages of  one  kind  or  another,  10 
of  the  21  African  countries,  and 
eight  countries  in  Asia. 

Fat  deficits  showed  up  in  eight 
countries  in  Latin  America,  eight 
in  Africa.  Again  Asia  had  the 
greatest  need.  In  India  and  Red 
China,  the  two  population  giants, 
fat  intake  per  person  per  day  was 
well  below  recommended  stand- 
ards. Overall,  90  per  cent  of 
Asia’s  population  lived  in  areas 
where  meat,  milk,  and  other  live- 
stock products  were  not  available 
to  meet  dietary  needs  for  fat. 

As  these  deficits  show,  actual 
starvation  is  not  the  problem. 
Nor  is  widespread  famine  a 
threat ; emergency  food  aid  is 
available  from  the  United  States 
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POOR  DIETS  ARE  CHRONIC  PROBLEM:  Nutritional  standards  based  on  what 
people  in  various  regions  need  per  day  to  sustain  normal  health  and  vigor 
show  calorie  shortages  in  most  less  developed  countries,  protein  and  fat 
deficits  in  many. 


Country  1 

Diets  are  lacking  in- — 

Calories 

Protein 

Fat 

Animal  Pulse 

Other 

Latin  America: 

Bolivia 

X 

X 

X 

Colombia 

X 

X 

Dominican  Rep. 

X 

X 

Ecuador 

X 

X 

X 

El  Salvador 

X 

X 

X 

Guatemala 

X 

X 

X 

Haiti 

X 

X 

X 

X 

Honduras 

X 

X 

X 

Nicaragua 

X 

X 

X 

Panama 

X 

X 

Paraguay 

X 

Peru 

X 

X 

X 

Venezuela 

X 

X 

Asia: 

Burma 

X 

X 

X 

Ceylon 

X 

X 

X 

Communist  Asia  s 

X 

X 

X 

India 

X 

X 

X 

X 

Indonesia 

X 

X 

X 

Iran 

X 

X 

Iraq 

X 

X 

Japan 

X 

Jordan 

X 

X 

Korea,  South 

X 

X 

Malaya,  Fed.  of 

X 

X 

X 

Pakistan 

X 

X 

X 

Philippines 

X 

Syria 

X 

X 

Thailand 

X 

X 

X 

X 

Africa: 

Algeria 

X 

X 

X 

Angola 

X 

X 

Belgian  Congo  & 

Ruanda-Urundi 

X 

X 

Cameroon 

X X 

X 

Egypt 

X 

Ethiopia 

X 

Fr.  Equat.  Africa 

X 

X 

Fr.  West  Africa 

X X 

Ghana 

X 

X 

Guinea 

X 

X 

Kenya 

X 

, X 

Liberia 

X X 

X 

Libya 

X 

X 

X 

X 

Morocco 

X 

Sudan 

X 

Tanganyika 

X 

X 

Togo 

X 

X 

Tunisia, 

' X ■" 

x 

1 Political  entities  as  they  were  in  1958.  -Mainland  China,  North  Korea,  North 
Vietnam. 


and  other  surplus  producers  in 
time  of  flood,  earthquake  and 
other  natural  disasters. 

The  real  problem  is  to  eliminate 
malnutrition  as  a factor  limiting 
man’s  capacity  to  move  ahead. 

However,  in  view  of  present 
food  deficits,  plus  existing  popu- 
lation pressures  and  projected 
population  growth,  substantial 
improvements  in  per  capita  con- 
sumption levels  will  not  come 
easily  in  Asia,  Africa  and  Latin 
America. 

AGRICULTURAL  PRODUC- 
TIVITY : Diverging  Growth  Rates. 

Since  the  less  developed  world 
must  rely  chiefly  on  land  now 
under  cultivation  to  supply  food 
for  future  generations,  each 
larger  than  the  last,  it  will  have 
to  greatly  increase  yields  per 
acre. 

To  gauge  progress  to  date,  the 
study  compares  the  agricultural 
productivity  of  the  less  developed 
world  with  that  of  the  industrial 
West,  prewar  to  1960/61. 

Grain  is  used  as  the  indicator 
of  trends  in  acreage,  yields  per 
acre,  total  production,  and  out- 
put per  farm  worker  and  per  per- 
son of  total  population. 

There  are  several  reasons  for 
this  choice.  Grains  account  for 
70  per  cent  of  the  world’s  har- 
vested cropland.  They  provide  52 
per  cent  of  man’s  food  energy 
that  is  consumed  directly  and  a 
large  part  of  the  remainder  that 
is  consumed  indirectly  in  the 
form  of  meat,  milk  and  eggs. 
Also,  grains  completely  dominate 
world  food  trade. 

Comparisons  show  that  the  in- 
dustrial West  and  the  less  devel- 
oped world  produced  in  the  aggre- 
gate about  the  same  amount  of 
grain  in  1934-38,  334  million  and 
317  million  metric  tons  respec- 
tively. 

By  1960/61  both  regions  had 
increased  total  output  consider- 
ably, but  they  did  it  in  different 
ways.  The  West  achieved  a 51 
per  cent  increase  for  an  aggre- 
gate output  of  506  million  metric 
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! tons  on  about  the  same  amount  of 
land  it  used  prewar,  mostly  be- 
cause of  markedly  higher  yields 
| in  North  America  and  Oceania. 

To  achieve  an  increase  in  total 
; grain  output  of  nearly  42  per 
I cent,  for  an  aggregate  of  450  mil- 
lion metric  tons,  the  less  devel- 
! oped  world  used  30  per  cent  more 
) land  than  prewar,  a resource  that 
cannot  now  be  easily  expanded. 

In  raising  yields  per  acre,  the 
j hope  of  the  future,  the  less  de- 
veloped  world  has  not  progressed 
as  rapidly.  By  1960/61  it  had  in- 
creased yields  per  acre  only  8 per 
cent  over  the  1934-38  base  period 
: compared  with  a 51  per  cent  in- 
crease in  the  developed  world. 

By  region,  the  study  shows 
Asia  upped  yields  7 per  cent,  Latin 
: America  8 per  cent,  while  yields 
j in  North  America  climbed  109 
t per  cent. 

Perhaps  the  best  gauge  of  agri- 
; cultural  progress  is  the  amount 
of  grain  produced  for  each  per- 
| son  in  the  total  population. 

For  the  entire  world,  grain  out- 
put per  person  improved  7 per 
j cent  from  prewar  to  1960/61. 
The  developed  countries  achieved 
a 26  per  cent  increase,  from  1,036 
to  1,307  pounds  a year,  for 
populations  that  grew  relatively 
slowly.  Starting  at  494  pounds 
per  person  before  the  war,  output 
in  the  less  developed  countries 
fell  sharply  during  the  war  and 
[j  early  postwar  years.  Output  per 
I person  began  to  climb  during  the 
!j  1950s,  but  by  1960/61,  with  the 
i1  population  explosion  already 
l!  underway,  it  was  still  3 per  cent 
’ below  prewar. 

By  region,  per  capita  output  of 
i grain  in  1960/61  was  16  per  cent 
below  prewar  in  Latin  America, 

; 2 per  cent  in  Asia.  Only  Africa 
among  the  less  developed  regions 
’ managed  to  keep  ahead  of  popu- 
lation growth  with  a per  capita 
| increase  of  8 per  cent. 

TRADE:  The  Widening  Gap. 

; Rising  per  capita  food  consump- 
| tion  and  lagging  per  capita  output 
i in  Latin  America  and  Asia,  plus 


MENUS  VARY:  In  developed  countries  where  income  is  higher,  people  eat 
more  meat  and  a wider  variety  of  other  foods.  Less  developed  countries  rely 
chiefly  on  low-cost  starchy  foods. 


Percentage  of  total  calories  from — 

Region 

Grain 
products, 
roots  and 
tubers 

Fruits, 
nuts  and 
vegetables 

Sugar 

Fats 
& oils 

Livestock 

products 

Fish 

Economic  regions: 

Per  cent 

Developed  region 

47.3 

5.9 

11.1 

14.5 

20.7 

0.5 

Less  developed 
region 

71.7 

115 

5.1 

5.8 

5.1 

.8 

Geographic  regions: 

North  America 

24.4 

9.1 

15.8 

19.9 

30.6 

.2 

Latin  America 

50.7 

12.3 

14.0 

8.0 

14.7 

.3 

Western  Europe 

i 43.9 

6.4 

1 1.2 

16.8 

20.8 

.9  \ 

E.  Europe  & USSR 

64.9 

3.5 

8.0 

9.2 

14.0 

.4 

Africa 

70.1 

11.5 

4.1 

7.5 

6.3 

.5 

Asia 

74.5 

11. 4 

4.1 

5.3 

3.8 

.9 

Oceania 

30.0 

5.6 

16.3 

12.3 

35.2  : 

.6 

World 

62.7 

9.6 

7.3 

8.9 

10.8 

.7 

CRAIN  YIELDS  PER  ACRE:  Prewar,  the  less  developed  region  had  average 
grain  yields  slightly  higher  than  the  developed  region.  Since  the  war,  yields 
have  risen  rapidly  in  the  developed  region  but  remained  virtually  static  in  the 
capital-scarce  less  developed  region. 


Region 

Yields  per  acre 

1934-38 

1948-52 

1960/61 

Pounds 

Economic  regions: 1 

Developed  region 

1,018 

1,186 

1,54! 

Less  developed  region 

1,032 

926 

1,1 16 

Geographic  regions: 

North  America 

977 

1,453 

2,044 

Latin  America 

1,016 

992 

1,098 

Western  Europe 

1,406 

1,490 

1,931 

Eastern  Europe 

and  USSR 

946 

899 

1,133 

Africa 

584 

633 

701 

Asia 

1,120 

972 

1,195 

Oceania 

:'/ 1 ■ 730 

979 

1,179 

World 

1,025 

1,047 

1,307 

1 Less  developed  region  includes  Asia,  Africa  and  Latin  America.  Developed  region 
includes  all  others. 
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CRAIN  OUTPUT  PER  PERSON:  Fast  growing  populations  have  kept  the  less 
developed  region  from  regaining  its  prewar  per  capita  output.  With  a slower 
rate  of  population  growth,  the  developed  region  has  moved  well  ahead  of  its 
prewar  level,  now  produces  almost  three  times  as  much  grain  per  person 
as  the  less  developed  region. 


Region 

Output  per  person 

1934-38 

1948-52 

1960/61 

Pounds 

Economic  regions: 

Developed  region 

1,036 

1,096 

1,307 

Less  developed  region 

494 

423 

481 

Geographic  regions: 

North  America 

1,693 

2,218 

2,440 

Latin  America 

560 

419 

472 

Western  Europe 

544 

516 

646 

Eastern  Europe 

and  USSR 

1,175 

999 

1,230 

Africa 

348 

355 

375 

Asia 

509 

434 

498 

Oceania 

1,003 

1,186 

1,517 

World 

677 

626 

723 

MEASURE  OF  PROGRESS:  Crain  output  per  worker  in  the  farm  population, 
a measure  of  labor  productivity,  shows  North  America  has  about  tripled 
output,  Oceania  more  than  doubled  output  since  prewar.  Latin  America  has 
fallen  back  slightly  while  all  other  regions  have  gained  moderately. 


Region 

Output  per  farm  worker 

1934-38 

1948-52 

1960/61 

Pounds 

Economic  regions: 

Developed  region 

2,707 

3,503 

4,777 

Less  developed  region 

666 

648 

813 

Geographic  regions: 

North  America 

7,282 

15,524 

21,845 

Latin  America 

888 

718 

858 

Western  Europe 

1,944 

2,048 

2,81 1 

Eastern  Europe 

and  USSR 

2,108 

2,125 

2,998 

Africa 

452 

538 

648 

Asia 

681 

659 

831 

Oceania 

3,675 

5,143 

8,084 

World 

1,089 

1,140 

1,448 

higher  consumption  per  person  in 
Africa,  have  severely  altered  the 
trade  and  foreign  exchange  posi-  | 
tion  of  all  three  regions. 

Prewar,  each  region  was  a net 
exporter  of  grain,  earning  foreign 
exchange  needed  for  economic  de-  j 
velopment.  Today  all  have  to  im-  > 
port  grain  to  help  meet  the  food  j 
needs  of  their  growing  popula- 
tions. 

Just  before  the  war,  Asia  had 
net  grain  exports  of  some  2 mil-  j 
lion  metric  tons  a year.  By  1948- 
52  it  was  importing  nearly  6 
million  tons  a year  and  by  1960-61 
the  figure  had  jumped  to  an  un-  !i 
precedented  16  million  metric 
tons.  About  half  of  the  grain  im- 
ports in  1960/61  were  needed  to 
offset  the  drop  in  Asia’s  own  per 
capita  output,  about  half  to  pro-  | 
vide  slightly  more  food  per  per- 
son. 

During  the  late  1930s  Latin 
America  was  the  dominant  sup-  j 
plier  of  the  world  grain  market,  | 
exporting  more  grain  than  North 
America  and  Oceania  put  to-  ! 
gether. 

Over  the  next  quarter  century 
Latin  America  increased  produc- 
tion 42  per  cent.  Population,  how- 
ever, increased  69  per  cent.  By 
1960/61  the  region  was  importing 
grain  both  to  feed  a bigger  popu- 
lation and  to  provide  a little  more 
per  person. 

Never  very  closely  tied  to  the 
world  economy,  Africa  was  not 
traditionally  either  much  of  a i 
grain  exporter  or  importer.  Also, 
Africa  is  the  only  less  developed  j! 
region  where  grain  output  has 
kept  pace  with  population  growth. 
Nevertheless,  Africa  has  slipped  | 
over  the  line  from  sometime  ex- 
porter to  importer  of  about  2 
million  metric  tons  of  grain  a year 
in  order  to  meet  its  people’s  grow- 
ing demand  for  more  food. 

Western  Europe,  of  course,  has 
long  been  the  world’s  biggest 
grain  market,  buying  what  it 
can’t  produce.  The  Soviet  Union, 
currently  struggling  to  produce 
all  its  own  grain,  along  with  the 
rest  of  Eastern  Europe  will  de-  fi 
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velop  a sizeable  deficit  if  past 
trends  continue. 

This  leaves  North  America  and 
Oceania  as  the  only  major  grain 
suppliers.  And  North  America 
will  become  increasingly  impor- 
tant as  a supplier  of  grain  to  the 
world’s  deficit  regions. 

A HARD  LOOK  AHEAD.  What 
will  it  take  to  give  people  in  the 
less  developed  world  10  per  cent 
more  food  than  they  now  have  by 
1980,  20  per  cent  more  by  2000? 

Counting  domestic  production 
and  imports,  Latin  America, 
Africa  and  Asia  now  have  on  the 
average  about  489  pounds  of 
grain  per  person  a year. 

A 10  per  cent  increase  would 
make  536  pounds  available  per 
person.  A 20  per  cent  increase 
would  up  the  amount  to  584 
pounds,  about  a third  the  amount 
of  grain  per  person  available  to- 
day in  North  America. 

Imports  are  not  the  answer. 
Now  running  about  19  million 
metric  tons  a year,  they  account 
for  3 per  cent  of  the  total  grain 
supply  of  the  less  developed 
world.  By  2000,  imports,  chiefly 
from  North  America,  are  pro- 
jected to  increase  five-fold  and 
account  for  about  5 per  cent  of 
the  total  supply.  But  this  is  about 
the  maximum  imports  the  mar- 
keting and  transportation  systems 
of  the  less  developed  regions  can 
be  expected  to  handle.  The  other 
95  per  cent  of  the  grain  needed 
will  have  to  come  from  domestic 
production. 

This  means  that  the  less  devel- 
oped world  will  have  to  triple 
total  grain  output  by  the  year 
2000,  from  the  present  level  of 
433  million  metric  tons  a year  to 
1,253  million. 

For  Asia,  this  means  expand- 
ing grain  output  69  per  cent 
above  the  present  level  by  1980, 
187  per  cent  above  the  present 
level  by  2000. 

Africa  will  have  to  increase 
production  22  million  metric  tons 
or  58  per  cent  by  1980  and  62 


DEFICITS  CROWING:  Prewar,  Asia,  Africa  and  Latin  America  were  all  net  exporters 
of  grain,  earning  needed  foreign  exchange.  More  people  and  slightly  better  diets 
now  require  them  to  import  grain.  By  2000  the  U.S.  and  Canada  will  supply  far 
more  of  the  world’s  needs  than  today.  Asia  will  supplant  Western  Europe  as  the 


largest  importer. 

MILLION  METRIC  TONS 

h 

LATIN  AMERICA  /■  EUROPE 
— J+  U.S.S.R. 

_ . — • •'“**®*N0RTH  AMERICA 

NET  EXPORTERS 

AFRICA  “ 

WESTERN  EUROPE 

-4 T r- 1 — t — 

NET  IMPORTERS'  . 

i-52  1958-61 

■ GR1CULTURE 


Region 

Total  use  of  fertilizer 

1938 

1950/51 

1960/61 

Economic  regions: 

Thousand  metric  tons 

Developed  region 

8,459 

13,121 

23,596 

Less  developed  region  1 

1,312 

1,720 

5,009 

Geographic  regions: 

North  America 

1,416 

4,700 

7,541 

Latin  America 

82 

290 

999 

Western  Europe 

4,1 19 

5,814 

9,998 

E.  Europe  and  USSR 

2,544 

2,087 

5,127 

Africa 

200 

360 

720 

Asia1 

1,030 

1,070 

3,290 

Oceania 

380 

530 

930 

FERTILIZER  ESSENTIAL:  Both  total  use  of  fertilizer  and  pounds  applied  per 
acre  have  been  much  higher  in  the  developed  region.  As  new  land  becomes 
scarce,  emerging  nations  look  more  to  yields  for  additional  food  and  fertilizer 
assumes  a strategic  role. 


Region 

Fertilizer  per  acre  = 

1938 

1950/51 

1960/61 

Economic  regions: 

Developed  region 

26 

Pounds 

42 

64 

Less  developed  region  1 

4 

4 

13 

Geographic  regions: 

North  America 

13 

40 

71 

Latin  America 

2 

9 

24 

Western  Europe 

86 

132 

220 

E.  Europe  and  USSR 

15 

13 

31 

Africa 

4 

7 

13 

Asia  1 

4 

4 

1 1 

Oceania 

50 

77 

97 

1 Excludes  Communist  China  but  amount  of  fertilizer  used  by  this  country  is  not 
large  relative  to  the  regional  total.  - Calculated  on  basis  of  total  acreage  planted  to 
grain. 
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MAN,  LAND  AND  FOOD 


Grain  available  per  person,  with  projections 

Economic  regions 

1934-38 

1948-52 

1957/58- 

1960/61 

1980 

2000 

Pounds 

Developed  region : 

Production 

1 ,036 

1,095 

1 252 

1,402 

1,537 

Net  trade 

+ 33 

— 1 1 

— 40 

— 73 

— 1 17 

Availability 

1,069 

1,084 

1,212 

1,329 

1,420 

Less  developed  region: 

Production 

494 

..  423 

474 

51 1 

553 

Net  trade 

— 18 

+ 4 

+ 15 

+ 24 

+ 31 

Availability 

476  .. 

427 

489 

535 

584 

THE  TASK  AHEAD:  To  provide  20  per  cent  more  food  per  person  by  the  year 
2000,  a modest  goal,  the  less  developed  world  will  have  to  add  to  current 
grain  production  an  amount  almost  equal  to  present  world  output.  Slight 
declines  in  output  from  prewar  have  been  offset  up  to  now  by  growing 
imports  from  the  developed  world.  However,  imports  now  providing  3 per 
cent  of  the  total  food  supply,  are  expected  to  account  for  not  more  than  5 
per  cent  by  century’s  end  for  a population  more  than  double  its  present  size. 


Economic  regions 

Total  grain 

available,  with  projections 

1934-38 

1948-52 

1957/58- 

1960/61 

1980 

2000 

Million  metric  tons 

Developed  region: 

Production 

334 

■ 375  v 

476 

679 

897 

Net  trade 

+ 1 1 

. — 4 

— 15  * 

— 35 

— 68 

Availability 

' 345 

371 

461 

644 

829 

Less  developed  region : 

Production 

316 

334 

433  . 

732 

1,253 

Net  trade 

— 1 1 

+ 4 

+ 15 

+ 35 

+ 68 

Availability 

305 

" 338  ' 

448 

767 

1,321 

million  tons  or  163  per  cent  by 
the  year  2000. 

Latin  America  will  need  to  in- 
crease grain  output  71  per  cent, 
or  30  million  metric  tons  by  1980, 
212  per  cent  or  89  million  tons  by 
the  year  2000. 

The  less  developed  world  has 
few  resources  for  a task  of  this 
magnitude : 

Land:  Limited.  As  already 
shown;  not  much  new  land  can  be 
added  to  present  acreage. 

Agricultural  research:  Inade- 


quate. Although  most  less  devel- 
oped countries  are  tropical  or 
semi-tropical,  little  research  has 
been  done  on  improving  plant 
varieties  and  farm  methods  suit- 
able to  the  hot,  often  damp 
climate. 

Labor:  Abundant.  Manpower 
is  expected  to  be  plentiful  in  agri- 
culture. But  more  workers  per 
acre  can  do  little  to  increase  out- 
put without  the  addition  of  capital 
inputs. 

Fertilizer:  The  key  to  higher 


yields,  but  seriously  lacking 
throughout  the  less  developed 
region. 

The  less  developed  world  now  i 
uses  about  5 million  tons  of  chemi-  ; 
cal  fertilizers  a year.  Assuming  j 
it  takes  one  pound  of  fertilizer  | 
(measured  in  plant  nutrients)  to 
produce  10  pounds  of  grain,  the  j 
region  would  have  to  increase  ' 
fertilizer  use  to  34  million  tons  to  ! 
raise  per  capita  grain  availability  ! 
10  per  cent  by  1980.  A 20  per  cent  I 
increase  in  per  capita  grain  avail- 
ability by  2000  would  take  87  ; 
million  tons  of  fertilizer  a year. 

Asia,  now  using  3.3  million  tons  ] 
of  chemical  fertilizers  annually,  5 
will  have  to  increase  use  to  27 1 
million  tons  by  1980.  In  other  j 
words,  Asia  alone  in  less  than  20 
years  will  have  to  use  a quantity  j 
of  fertilizer  almost  equal  to  cur- i 
rent  world  production  of  28.6 ; 
million  tons. 

From  1980  to  2000,  Asia  will 
need  to  almost  triple  fertilizer! 
use,  to  67  million  tons. 

Africa,  currently  using  less 
than  one  million  metric  tons  of  ; 
chemical  fertilizers  a year,  will 
have  to  increase  the  amount  to 

2.7  million  tons  by  1980  and  to 

6.7  million  tons  by  2000. 

Latin  America  will  need  to  step] 
up  fertilizer  applications  from 
the  current  one  million  tons  a 
year  to  4 million  by  1980  and  to 
10  million  by  2000. 

In  sum,  a great  increase  in  the 
use  of  chemical  fertilizers  is  es- 
sential to  the  ultimate  solution  of 
the  growing  food  problem. 

But  to  build  enough  chemical 
fertilizer  plants  to  raise  fertilizer 
use  from  the  current  level  of  5 
million  metric  tons  a year  to  87 
million  metric  tons  by  2000  will 
require  a tremendous  capital  in- 
vestment. And  most  of  the  less 
developed  countries  have  little; 
money  to  invest  in  agriculture. 

While  actually  confined  to  less 
developed  countries,  the  growing: 
food  problem  is  in  a larger  sense 
a world  problem.  The  industrial; 
West  is  equally  committed  to  its 
solution.  (UO) 
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The  following  publications  are 
issued  by  the  Economic  Research 
‘ Service  and  cooperatively  by  the 
state  universities  and  colleges. 
Unless  otherwise  noted,  reports 
listed  here  and  under  Sources  are 
published  by  ERS.  Single  copies 
are  available  free  from  the  Divi- 
sion of  Information,  OMS,  U.S. 
Department  of  Agriculture,  Wash- 
ington, D.C.  20250.  State  publica- 
tions may  be  obtained  from  the 
issuing  agencies  of  the  respective 
states. 

THE  DOMINICAN  REPUBLIC — AGRI- 
CULTURE and  trade.  Leon  G. 
Mears,  Regional  Analysis  Divi- 
sion. ERS-Foreign  51. 

The  Dominican  Republic’s  for- 
eign trade  is  growing  rapidly,  and 
the  United  States  is  sharing  in  the 
increase.  The  United  States  is  the 
principal  market  for  Dominican 
agricultural  exports  as  well  as  the 
major  source  for  its  farm  and 
nonfarm  imports.  With  recent 
wage  increases  and  the  decline  in 
unemployment  the  purchasing 
power  of  the  Dominican  people 


has  increased  and  new  import  de- 
mand has  resulted. 

NEW  ZEALAND’S  AGRICULTURAL 
PRODUCTION,  MARKETING,  AND 
TRADE  POLICIES  AND  THEIR  BEAR- 
ING ON  U.  S.  FARM  EXPORTS.  Mary 
E.  Long,  Regional  Analysis  Divi- 
sion. FAER-9. 

This  study  was  made  to  obtain 
more  thorough  knowledge  of  the 
competition  faced  by  U.  S.  farm- 
ers from  New  Zealand’s  products 
in  both  local  and  foreign  markets. 
Until  recently  the  bulk  of  New 
Zealand’s  exports  went  to  the 
United  Kingdom,  but  since  1958 
a larger  proportion  has  been  di- 
verted to  the  United  States,  Ja- 
pan, and  certain  West  European 
countries.  In  the  New  Zealand 
market,  the  United  States  en- 
counters stiff  competition  from 
Australia  and  the  British  West 
Indies. 

SPECIAL  PROMOTIONAL  PROGRAMS 
FOR  WINTER  PEARS — THEIR  EF- 
FECTS ON  SALES  OF  WINTER  PEARS 

and  other  fruits.  James  F. 


Hind,  Cleveland  P.  Eley,  and  Carl 
R.  Twining,  Marketing  Econom- 
ics Division.  MRR-611. 

Research  was  conducted  in  75 
food  supermarkets  in  five  cities 
over  a 20-week  period  to  evaluate 
the  relative  sales  effectiveness  of 
four  promotional  techniques  for 
winter  pears.  Techniques  tested 
were:  (1)  point-of-purchase  dis- 
plays, (2)  store  demonstrations, 
(3)  dealer  contests  with  cash 
prizes,  and  (4)  media  advertising 
programs  of  low  intensity.  Store 
demonstrations  and  dealer  con- 
tests were  the  most  effective  tech- 
niques. 

CHANGES  IN  THE  MARKET  STRUC- 
TURE OF  THE  BREAKFAST  FOODS 
INDUSTRY.  Walter  G.  Heid,  Jr., 
Marketing  Economics  Division. 
MRR-623. 

Important  structural  changes 
in  the  breakfast  foods  industry 
from  1947-49  to  1961  are  exam- 
ined in  this  report.  The  number 
of  establishments  manufacturing 
prepared  breakfast  foods  de- 
creased from  64  in  1947  to  43  in 
1958 — 33  per  cent.  At  the  same 
time  the  number  of  companies  de- 
creased 58  per  cent.  Consumer 
preference  was  switching  from 
hot  cooked  cereals  to  cold  ready- 
to-eat  breakfast  foods.  Ready-to- 
eat  cereals  increased  from  45  per 
cent  of  total  production  in  1939  to 
an  estimated  65  per  cent  in  1961. 
Larger  volumes  of  grain,  grain 
products,  and  breakfast  foods 
were  flowing  through  fewer  chan- 
nels in  1961  than  previously. 

STATISTICS  ON  THE  EUROPEAN  ECO- 
NOMIC COMMUNITY.  VOL.  2 — AGRI- 
CULTURAL PRODUCTION  AND  CON- 
SUMPTION. Regional  Analysis  Di- 
vision. ERS-Foreign  46. 

The  Department  of  Agriculture 
has  compiled  data  pertaining  to 


Sources  for  this  issue. 


1.  Changes  in  Farm  Production  and  Effi- 
ciency. 1963,  SB-233,  Rev.  July  ’63  (P)  ; 

2.  Changes  in  Farm  Production  and  Effi- 
ciency, 1962,  SB-233,  Rev.  Sept.  ’62  (P)  ; 

3.  Farm  Cost  Situation,  FCS-34  (P):  4. 

Agricultural  Finance  Review,  Vol.  24  (P)  ; 
5.  P.  L.  Strickland,  Jr.,  and  J.  Partenheimer, 
Optimum  Farm  Organization  and  Aggregate 
Area  Production,  Limestone  Valley  Areas, 
Alabama,  Ala.  Agr.  Expt.  Sta.,  Agr.  Econ. 
Ser.  1 (P);  6.  J.  D.  Rush  (SM)  ; 7.  Farm 
Mortgage  Lending,  FML-8  (P)  : 8.  M.  L. 
Cotner,  M.  E.  Wfrth  and  J.  R.  Brake,  Credit 
Experiences  of  Commercial  Crop  and  Live- 
stock Farmers  in  Purchasing  Land  in  Mich- 
igan (M)  ; 9.  R.  Wolter,  R.  A.  Christiansen, 
and  S.  S.  Staniforth,  Statistical  Summary 
with  Comparisons-Wisconsin  Farmers  Home 
Administration  Borrowers,  Univ.  of  Wise. 
Col.  of  Agr.  (M)  ; 10,  11.  Agricultural 

Finance  Review,  Vol.  24  (P)  ; 12.  Fruit 

Situation,  TFS-147  (P);  13.  Farm  Real 

Estate  Market  Developments,  CD-64  (P); 

14.  Fats  and  Oils  Situation,  FOS-219  (P)  ; 

15.  F.  T.  Cooke,  Jr.,  Economics  of  Supple- 
mental Irrigation  in  Cotton,  Yazoo.  Missis- 
sippi Delta,  Miss.  Agr.  Expt.  Sta.  Bui.  (M); 

16.  Cotton  Situation,  CS-207  (P);  17.  P.  L. 

Strickland,  Jr.  and  C.  C.  Turner,  Cotton  In- 
sect Control  and  Related  Production  Prac- 
tices, Limestone  Valley  Areas,  Alabama,  1961, 
Ala.  Agr.  Expt.  Sta.  Agr.  Econ.  Mimeo.  (P); 
18.  H.  L.  Stewart  (SM);  19.  Agricultural 
Finance  Review,  Vol.  24  (P)  ; 20.  R.  R. 


Stansberry,  Jr.,  The  Rural  Fringe  and 
Urban  Expansion  (M)  ; 21.  E.  Youmans, 
The  Rural  School  Dropout:  A Ten-Year 
Followup  Study  of  Eastern  Kentucky  Youth 
(M)  ; 22.  F.  T.  Bachmura  (SM)  ; 23.  J.  D. 
Cowhig,  Age-Grade  School  Progress  of  Farm 
and  Nonfarm  Youth:  1960  (M);  24.  A.  C. 
Manchester,  The  Changing  Market  Structure 
for  Perishables,  (S);  25.  Fruit  Situation, 
TFS-148  (P)  ; 26.  W.  T.  Manley  and  M.  R. 
Goodwin,  Marketing  Florida  Vine-Ripened 
Tomatoes,  Fla.  Agr.  Expt.  Sta.  Bui.  (M)  ; 27. 
P.  L.  Henderson,  J.  F.  Hind  and  S.  E.  Brown 
(SM);  28.  Fats  and  Oils  Situation,  FOS-219 
(P);  29.  H.  L.  Hall  (SM)  ; 30.  C.  Davenport 
(SM)  ; 31.  J.  Hannan  (SM)  ; 32.  Agricultural 
Protection  by  Nontariff  Trade  Barriers,  ERS- 
F60  (P);  33.  A.  Bernitz,  An  Evaluation  of 
West  Germany’s  Domestic  Agricultural  As- 
sistance Program,  ERS  F 52  (P)  ; 34.  A. 
Bernitz,  Summary  and  Evaluation  of 
“Austria : Projected  Level  of  Supply,  Demand 
and  Trade  of  Agricultural  Products  in  1965 
and  1975’’  (M);  35.  E.  N.  DeBlois  and  R.  L. 
Tontz,  Export  Payment  Assistance  to  U.S. 
Agricultural  Exports,  Foreign  Agricultural 
Trade,  June  1963  (P);  36.  Regional  Analysis 
Division  (SM)  ; 37.  J.  Galvin  (SM)  ; 38. 
Fruit  Situation,  TFS-148  (P):  39.  National 
Food  Situation,  NFS-104  (P);  40.  L.  R. 
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the  production,  utilization,  and 
trade  of  agricultural  commodities 
for  the  Common  Market  mem- 
bers, Greece  and  those  countries 
which  are  currently  applicants 
for  membership.  Because  of  the 
magnitude  of  this  data,  the  mate- 
rial has  been  published  in  two 
volumes.  This  volume  contains 
data  on  acreage,  yields,  livestock 
numbers,  output,  prices,  farm 
requisites,  and  food  consumption. 
Volume  1 (ERS-Foreign  43)  con- 
tains information  on  trade,  fi- 
nance, income,  and  population. 

ECONOMIC  FEASIBILITY  OF  RADIA- 
TION-PASTEURIZING FRESH  STRAW- 
BERRIES, PEACHES,  TOMATOES, 
GRAPES,  ORANGES  AND  GRAPEFRUIT. 
John  H.  Droge,  Marketing  Eco- 
nomics Division.  ERS-131. 

Ionizing  radiation  pasteuriza- 
tion is  a method  that  might  be 


used  to  extend  the  cold  storage 
life  of  fresh  strawberries, 
peaches,  tomatoes,  grapes,  or- 
anges, and  grapefruit.  Fresh  pro- 
duce handlers  who  were  surveyed 
gave  two  main  advantages  of  the 
process : It  would  reduce  spoilage 
losses,  and  maintain  quality. 
Among  the  disadvantages  they 
expected  is  consumer  resistance 
due  to  fear  of  the  process.  The 
Department  of  Agriculture  con- 
ducted this  study  for  the  U.  S. 
Atomic  Energy  Commission. 

CHANGING  SHIPPING  PATTERNS  ON 
THE  ST.  LAWRENCE  SEAWAY — 
WITH  EMPHASIS  ON  UNITED  STATES 
grain  exports.  Marketing  Eco- 
nomics Division.  MRR-621. 

Traffic  on  the  St.  Lawrence  Sea- 
way more  than  doubled  in  the  pe- 
riod 1958-62,  rising  from  11.8 
million  tons  to  nearly  26.0  million 


tons.  Agricultural  commodities 
were  42  per  cent  of  the  tonnage 
moved  through  the  St.  Lawrence 
River  in  1958,  and  47  percent  in 
1961.  Grain  was  more  than  85 
per  cent  of  all  agricultural  ton- 
nage. This  study  evaluates  the 
traffic  record  of  the  new  waterway 
since  it  opened. 

AGRICULTURAL  PROTECTION  BY 
NONTARIFF  TRADE  BARRIERS.  ERS- 
Foreign  60. 

The  following  nontariff  controls 
were  studied:  Import  quotas  and 
embargoes,  variable  levies  and 
gate  price  system,  conditional  im- 
ports, monopolies,  advance  de- 
posits on  imports,  import  dis- 
crimination and  preferential  treat- 
ment, import  licensing  and  bi- 
lateral agreements.  The  study  was 
made  by^  ERS  in  cooperation  with 
the  Foreign  Agricultural  Service. 
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ECONOMIC  TRENDS 


Item 

Unit  or 
base 
period 

’57-’59 

Average 

1962 

1963 

Year 

September 

July 

August 

September 

Prices: 

Prices  received  by  farmers 

1910-14=100 

242 

243 

250 

245 

242 

241 

1910-14=100 

223 

230 

231 

239 

234 

232 

Livestock  and  products 

1910-14=100 

258 

255 

266 

249 

249 

249 

Prices  paid,  interest,  taxes  and  wage  rates 

1910-14=100 

292 

306 

307 

312 

311 

31  1 

1910-14=100 

286 

294 

294 

299 

298 

297  l 

1910-14=100 

262 

269 

271 

273 

273 

273 

83 

79 

81 

79 

78 

77 

Wholesale  prices,  all  commodities 

1957-59=100 

100.6 

101 .2 

100.6 

100.4 

100.3 

Commodities  other  than  farm  and  food 

1957-59=100 

100.8 

100.8 

100.8 

100.8 

100.8 

1957-59=100 

97.7 

100.6 

96.8 

96.3 

95.4 

1957-59=100 

101.2 

103.3 

102.2 

100.9 

100.9 

1957-59-100 

105.4 

106.1 

107.1 

107.1 

1957-59=100 

103.6 

104.8 

106.2 

106.0 

Farm  Food  Market  Basket:1 

Retail  cost 

Dollars 

1,037 

1,067 

1,085 

1,088 

1,090 

Dollars 

410 

410 

423 

403 

397 

Farm-retail  spread 

Dollars 

627 

657 

662 

685 

693 

Farmers’  share  of  retail  cost 

Per  cent 

40 

38 

39 

37 

36 

Farm  Income: 

Volume  of  farm  marketings 

1947.49=100 

123 

136 

150 

130 

138 

1 55 

Cash  receipts  from  farm  marketings 

Million  dollars 

32,247 

35,921 

3,439 

2,781 

2,928 

3,400 

Crops 

Million  dollars 

13,766 

15,935 

1,728 

1,197 

1,279 

1 ,700 

Livestock  and  products 

Million  dollars 

18,481 

19,986 

1,71  1 

1,584 

1 ,649 

1 ,700 

Realized  gross  income  2 

Billion  dollars 

40.8 

40.7 

41.1 

Farm  production  expenses  2 

Billion  dollars 

28.2 

28.3 

28  9 

Realized  net  income  2 

Billion  dollars 

12.6 

12.4 

1 2^2  I 

Agricultural  Trade: 

Agricultural  exports 

Million  dollars 

4,105 

5,031 

396 

410 

408 

Agricultural  imports 

Million  dollars 

3,977 

3,876 

313 

335 

347 

Land  Values: 

Average  value  per  acre 

1957-59=100 

1 1 8 3 

120  4 

1 27 

Total  value  of  farm  real  estate 

Billion  dollars 

1 37.4  3 

1 39.5  4 

148.1 

Cross  National  Product2 

Billion  dollars 

456.7 

554.9 

556.8 

588.5 

Consumption  2 

Billion  dollars 

297.3 

355.4 

356.7 

374.3 

Investment  2 

Billion  dollars 

65.1 

78.8 

78.9 

83.9 

Government  expenditures  2 

Billion  dollars 

92.4 

1 17.0 

117.0 

126.0  1 

Net  exports  2 

Billion  dollars 

1.8 

3.8 

4.1 

4.3 

Income  and  Spending: 

Personal  income,  annual  rate 

Billion  dollars 

442.1 

445.5 

464.2 

465.1 

466.4 

Total  retail  sales5 

Million  dollars 

19,613 

19,769 

20,719 

20,676 

20,170 

Retail  sales  of  food  group5 

Million  dollars 

4,801 

4,877 

5,030 

5,009 

Employment  and  Wages:  5 

Total  civilian  employment 

Millions 

67.8 

68.2 

69.2 

68.9 

69.1 

Agricultural 

Millions 

5.2 

5.1 

5.0 

4.8 

4.9 

Rate  of  unemployment 

Per  cent 

5.6 

5.6 

5.6 

5.5 

5.6 

Workweek  in  manufacturing 

Hours 

40.4 

40.7 

40.4 

40.3 

40.6 

Hourly  earnings  in  manufacturing, 

unadjusted 

Dollars 

2.39 

2.39 

2.45 

2.43 

2.46 

Industrial  Production5 

1957-59=100 

118 

120 

126 

126 

126 

Manufacturers’  Sales  and  Inventories: 

Total  sales,  monthly  rate5 

Million  dollars 

33,260 

33,680 

35,930 

35,440 

Total  inventories 

Million  dollars 

57  21 0 

57' 190 

58  930 

58,980 

Total  new  orders,  monthly  rate 

Million  dollars 

33^050 

33^230 

35^530 

35,080 

1 Average  annual  quantities  of  farm  food  products  based  on  purchases 
per  wage-earner  or  clerical-worker  family  in  1952 — estimated  monthly. 
2 Annual  rates  seasonally  adjusted  third  quarter.  3 As  of  March  1.  ‘As  of 
July  1.  5 Seasonally  adjusted. 

Sources:  U.S.  Department  of  Agriculture  (Farm  Income  Situation,  Market- 


ing and  Transportation  Situation,  Agricultural  Prices,  Foreign  Agricultural 
Trade  and  Farm  Real  Estate  Market  Developments);  U.S.  Department 
of  Commerce  (Industry  Survey,  Business  News  Reports,  Advance  Retail 
Safes  Report  and  Survey  of  Current  Business);  and  U.S.  Department  of  Labor 
(The  Labor  Force  and  Wholesale  Price  Index). 
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Please  write  in  the  following  changes  in  your  copy  of  the  November  (Outlook) 
issue  of  The  Farm  INPEX: 

On  page  17,  in  the  paragraph  beginning 

"Commercial  sales  for  dollars  were  at  a record 
level  in  fiscal  1963 "change  the  figure  $1.6  to  $1.5. 

On  page  27,  in  the  paragraph  beginning 
"The  outlook  for  fiscal  1964...." 
change  the  figure  $5  to  $5.1. 

On  page  27,  in  the  paragraph  beginning 

"A  large  part  of  the  £1  billion  increase " 

change  the  figure  $1.6  to  $1.8. 
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COMMODITY  HIGHLIGHTS 


(The  general  situation  and  outlook  this  month 
are  carried  in  the  chartbook  beginning  page  11.) 

October  crop  production  estimates  suggest  a 
banner  1963  for  major  oilseed  crops.  Estimated 
soybean  output  is  a record  727  million  bushels,  8 
per  cent  over  1962  and  28  per  cent  above  1957-61. 
Cottonseed  output,  set  at  6.2  million  tons,  is  high- 
est since  1953,  a bit  over  1962  and  13  per  cent  over 
the  1957-61  average.  Flaxseed — 1963  crop  is  put 
at  31  million  bushels,  3 per  cent  under  last  year 
but  14  per  cent  over  average. 

Total  wheat  and  flour  exports  may  reach  1 bil- 
lion bushels  in  1963-64,  based  on  current  world 
demand  and  prospective  sales  of  about  200  million 
bushels  to  Soviet  Union  and  East  European  bloc 
countries.  If  these  exports  materialize,  wheat 
carryover  next  July  may  drop  to  725  million 
bushels — 465  million  under  last  July  and  smallest 
since  1953.  Prices  to  U.S.  farmers  for  the  1963 
crop  may  average  moderately  above  $1.82  national 
average  loan  rate  this  year,  reflecting  tightly  held 
private  supplies,  active  demand. 

Current  cotton  crop  is  set  at  14.8  million  bales, 
except  for  1962  the  largest  crop  since  1953.  Acre- 
age is  8 per  cent  under  1962,  but  record  500-pound 
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per  acre  yield  means  little  production  change. 
Carryover  next  August  may  exceed  12  million 
bales,  second  only  to  high  in  1956.  Both  mill  use 
and  exports  are  up;  exports  may  rise  1.6  million 
bales  from  last  season. 

Larger  fed-beef  supplies  at  heavy  weights  may 
boost  winter  beef  production,  keep  prices  from 
advancing.  Hog  slaughter  next  January- June 
could  average  just  under  year  earlier  with  im- 
proved prices,  especially  in  1964’s  second  quarter. 
Last  June- August,  Corn  Belt  farro wings  gained 
2 per  cent,  but  a 3 per  cent  dip  was  intended  for 
September-November.  Winter  Iamb  prices  are 
likely  to  stay  below  a year  earlier,  due  to  strong 
competition  from  other  meats. 

October  indicated  feed  grain  supply  is  214  mil- 
lion tons  for  1963-64,  slightly  under  last  year  but 
over  1957-61  average.  Current  crop  of  152  million 
tons  is  9 million  over  1962  but  carryover  is  down 
10  million  tons.  Next  year’s  use  may  exceed  1963 
crop  by  3 to  4 million  tons,  resulting  in  a further 
reduction  in  carryover  in  1963-64.  Record  crop 
brings  total  corn  supply  to  5,310  million  bushels, 
just  over  a year  earlier.  Increased  corn  use  could 
mean  drop  in  carryover  by  October  1,  1964,  but 
less  than  the  big  reduction  during  last  two  years. 
More  livestock  is  expected  to  strengthen  feed 
grain  demand  in  1963-64.  Feed  grain  prices  may 
average  near  1962-63  levels. 

Farm  egg  production  in  1963  may  slightly  sur- 
pass last  year’s  175  million  cases.  But  largely  due 
to  population  growth,  supplies  per  capita  are 
down.  Producers  may  get  a cent  more  per  dozen 
this  year  than  1962’s  33.7  cents.  Broiler  output 
in  1963 : 4 per  cent  over  last  year’s  6,919  million 
pounds.  Current  year  prices  may  average  0.6 
cents  per  pound  below  15.2  cents  in  1962.  Chicken 
consumption  may  hit  new  high : 30.6  pounds  per 
capita.  Turkeys:  1963  production  about  like  1962. 
Supplies  and  per  capita  use,  both  down  a bit. 
Farm  prices  may  go  a cent  over  21.6  cents  per 
pound  in  1962. 

Milk  production  in  1964?  About  125  billion 
pounds.  Cow  numbers  are  declining  faster  than 
1962  but  production  per  cow  is  still  going  up. 
Next  year’s  milk  prices  to  farmers  may  be  a bit 
higher  than  1963.  Commercial  use  of  milk  and 
dairy  products  is  up.  Stepped  up  exports  are  re- 
ducing government  butter  and  nonfat  dry  milk 
carryover  from  record  levels. 
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Production  expenses  are  ex- 
pected to  total  about  $28.7  billion 
in  1963,  compared  with  the  pre- 
vious record  of  $28.2  billion  in 
1962.  Most  of  this  increase  is  due 
to  higher  average  prices  paid  for 
production  goods  and  services,  in- 
cluding interest,  taxes  and  wage 
rates.  The  outlook  for  1964  indi- 
cates a further  rise  in  production 
expenses  at  least  equal  to  1963. 

As  a result  of  the  overall  rise 
in  expenses  this  year,  net  income 
realized  from  farming  in  1963  will 
probably  drop  from  1962,  despite 
slightly  higher  cash  receipts  from 
marketings  and  a continued  high 
rate  of  government  payments  to 
farmers.  However,  the  decline  in 
farm  numbers  may  mean  little 
change  in  net  income  per  farm. 

Farm  labor.  Farm  wage  rates 
have  increased  in  1963  and  are 
expected  to  rise  again  in  1964. 
The  total  farm  wage  bill  in  1964 
will  be  about  the  same  because 
the  number  of  hired  workers  is 
expected  to  decline.  The  national 
average  of  cash  farm  wages  is 
now  about  88  cents  an  hour. 

Livestock.  Prices  paid  by  farm- 
ers for  feeder  and  replacement 
livestock  in  October  1963  aver- 
aged 12  per  cent  lower  than  a year 
earlier  and  7 per  cent  lower  than 


in  the  spring  of  this  year.  The 
decline  in  prices  paid  for  feeder 
cattle  and  pigs  accounted  for 
most  of  the  reduction  from  a year 
ago.  Most  of  the  decline  since 
spring  was  caused  by  a seasonal 
drop  in  prices  for  baby  chicks  and 
turkey  poults  and  somewhat  lower 
prices  for  feeder  lambs. 

Farm  real  estate.  Market  prices 
of  real  estate  increased  6 per 
cent  an  acre  in  the  year  ending 
July  1,  1963,  compared  with  5 per 
cent  in  the  preceding  12  months. 
Continued  strong  demand  among 
farmers  for  additional  land  with 
a limited  supply  for  sale,  has 
stimulated  higher  land  prices. 

Interest.  Interest  payments  in 
1963  on  real  estate  loans  and  pro- 
duction credit  were  11  per  cent 
above  those  in  1962.  Total  inter- 
est costs  in  1964  are  expected  to 
show  a further  rise.  Total  farm 
debt  is  expected  to  reach  $30.5 
billion  by  January  1,  1964,  about 
9 per  cent  above  the  amount  owed 
a year  earlier. 

Taxes.  Taxes  levied  on  farm 
real  estate  in  1962  averaged  $1.36 
per  acre,  up  5.4  per  cent  from 
1961.  Preliminary  reports  on 
1963  levies  indicate  that  they  are 
continuing  to  rise  at  about  the 
same  rate.  (1) 


Reading  of  Farmers’  Financial  Pulse: 
Stronger  in  Assets,  Debts,  Equity 

The  1964  farm  financial  outlook 
is  for  continued  increases  in 
assets  and  equities  but  some  de- 
cline in  net  income. 

The  value  of  farm  assets  is  ex- 
pected to  reach  $226  billion  by  the 
end  of  1963 — up  nearly  $10  billion 
from  the  beginning  of  the  year. 
Although  farm  debts  will  be  up 
$2.8  billion,  equities  will  be  nearly 
$7  billion  higher. 

Most  of  the  gain  in  farm  assets 
during  1963  is  the  result  of  rising 
land  values.  By  January  1,  1964, 
farm  real  estate  will  be  worth 
roughly  $152  billion.  If  land 
values  continue  to  rise  as  antici- 
pated, farm  assets  and  equities 
will  increase  further  in  1964. 

Realized  net  income  is  down ; 
about  3 per  cent  this  year  from 
last  because  of  higher  farm  costs - 
and  reduced  returns  from  live- 
stock. With  costs  continuing  up- 
ward, an  additional  drop  of  6 to  8 
per  cent  in  realized  net  farm  in- 
come is  anticipated  for  1964  if 
receipts  from  wheat  (sales  and 
government  payments)  are  re- 
duced as  much  as  expected. 

The  prospect  for  wheat  in  1964 
would  be  even  less  favorable  ex- 
cept for  the  potential  large  ex- 
ports to  the  Common  Market  and 
the  Soviet  Union. 

Farm  credit  needs  have  been 
exceptionally  large  in  1963  and 
will  continue  heavy  in  1964.  How-i 
ever,  farm  debt  is  not  expected  to 
rise  as  much  in  1964  as  this  year 
because  of  indications  that  credit 
may  be  somewhat  less  readily 
available  and  that  some  farmers' 
may  become  more  cautious  about 
incurring  long-term  debt. 

Despite  the  increase  in  farm 
debt  this  year,  loan  delinquencies 
have  been  few.  Apparently  most? 
farmer-borrowers  have  been  able 
to  carry  the  larger  debts.  How- 
ever, capital  appreciation,  partic- 
ularly in  land  values,  has  helped 
some  who  were  burdened  bv  debt  : 
to  sell  out  at  a good  price.  ( 28) 
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Estate  Planning  Cuts  Death  Taxes, 
Frees  Cash  for  Farm  Improvements 

Rates  for  estate  and  inheritance 
' taxes — the  so-called  death  taxes — 
l haven’t  changed  much  over  the 
[ years.  But  family  farms  have.  To 
: return  an  adequate  income,  farms 
[ have  to  be  bigger,  with  more  cap- 
ital invested  in  land,  buildings 
and  equipment.  As  a result,  more 
farms  have  climbed  into  the  cap- 
ital assets  bracket  that  is  subject 
to  taxation  when  the  owner  dies. 

Do  death  taxes  cut  into  the 
i estate  to  such  an  extent  that  the 
heirs  can’t  continue  to  operate  the 
farm  efficiently?  A new  ERS 
i study  says  that  for  most  types  of 
farms  in  most  states  the  answer 
is  a qualified  “no.”  It  also  shows 
how  important  careful  estate 
planning  can  be  in  reducing  death 
taxes. 

The  federal  government  levies 
an  estate  tax  only.  It  applies  to 
the  entire  taxable  estate  accord- 
ing to  a single  rate  schedule.  The 
first  $60,000  is  exempt,  and  up  to 
half  of  the  total  estate  can  be  left 
tax-free  to  the  wife.  Rates  vary 
from  3 per  cent  on  the  first  $5,000 
of  taxable  estate  to  77  per  cent  of 
the  amount  over  $10  million.  But 
ipart  of  the  amount  that  goes  to 
meet  state  taxes  can  often  be  cred- 
ited against  the  federal  assess- 
ment. 

Some  states  use  the  estate  tax, 
but  most  rely  on  the  inheritance 
tax,  which  assesses  the  distribu- 
ted shares  of  the  estate.  Typically 
the  inheritance  tax  applies  lower 
rates  to  shares  passing  to  close 
relatives  than  it  does  to  distant 
relatives  or  unrelated  persons. 

• While  the  federal  estate  tax  is 
uniform,  inheritance  taxes  vary 
widely  among  states.  Take  a 
| $200,000  estate,  left  half  to  the 
i widow  and  one-fourth  to  each  of 
[two  adult  children.  Combined 
federal  and  state  death  taxes 
would  run  2.4  per  cent  in  Ala- 
bama, 4.2  per  cent  in  Indiana,  and 
6.9  per  cent  in  Wisconsin. 

Taxes  are  higher  if  the  wife  is 


no  longer  living,  mostly  because 
her  half  share  is  no  longer  exempt 
from  the  federal  estate  tax.  In 
Indiana,  for  example,  total  tax  on 
the  complete  transfer  to  one  son 
of  a $200,000  estate  would  be  close 
to  19  per  cent,  compared  with 
about  7 per  cent  if  it  went  half 
to  the  widow  and  one-fourth  to 
each  of  two  children  with  the 
widow’s  share  passing  on  to  the 
children  at  her  death. 

The  federal  estate  tax  can  some- 
times be  paid  in  installments  over 
a 10-year  period.  But  the  states 
are  not  usually  so  generous.  With 
most  of  their  capital  tied  up  in 
property,  some  heirs  have  to  bor- 
row money  to  meet  state  pay- 
ments. 

To  keep  their  heirs  from  having 
to  resort  to  these  measures,  some 
older  farmers  may  hold  more  of 
their  assets  in  the  form  of  cash  or 
securities  that  can  easily  be  sold 
for  cash. 

Estate  planning  takes  compe- 


tent legal  advice,  but  it  offers 
several  ways  to  reduce  death 
taxes.  One  way  is  to  transfer  part 
or  all  of  the  estate  to  the  heirs  as 
a gift.  A farmer  can  give  each 
heir  $3,000  a year,  plus  another 
$30,000  to  all  heirs  during  his  life- 
time free  of  gift  tax.  His  wife 
can  do  the  same,  thus  doubling  the 
total  gift.  Or  they  can  give  even 
more  of  the  estate,  paying  a gift 
tax  on  the  taxable  portion.  Gift 
tax  rates  are  lower. 

Another  way  is  to  put  the  estate 
in  trust,  with  the  income  assigned 
to  the  children  and  the  farm  pass- 
ing to  the  grandchildren  when  the 
children  die.  It  is  often  possible 
to  bypass  one  set  of  death  taxes 
with  this  device.  Again,  good  legal 
advice  is  vital. 

On  balance,  death  taxes  don’t 
seem  to  be  a major  problem  to 
most  farmers,  but  they  are  some- 
thing farm  operators  should  think 
about  and  plan  for  before  they 
come  due.  (2) 


WHO  HOLDS  THE  FARM  MORTGAGE  DEBT?  According  to  USDA’s  farm 
mortgage  figures  for  January  1 this  year,  farmers’  largest  single  source  has 
been  life  insurance  companies.  The  federal  land  banks  held  the  second 
place  share  of  total  farm  real  estate  debt,  followed  by  all  operating  banks 
and  the  Farmers  Home  Administration.  During  the  five-year  period  from 
1958  to  the  present,  total  farm  mortgage  debt  increased  48  per  cent.  From 
January  1,  1962,  to  January  1,  1963,  the  increase  was  10.6  per  cent.  (3) 


Year 

Life 

insurance 

companies 

Federal 

land 

banks 

All 

operating 

banks 

FHA 

Other 

farm 

mortgage 

debt 

Total 

farm 

mortgage 

debt 

Million  dollars 

1958 

2,579 

1,897 

1,414 

340 

4,152 

10,382 

1959 

2,661 

2,065 

1,512 

388 

4,465 

1 1,091 

1960 

2,820 

2,335 

1,625 

437 

4,857 

12,074 

1961 

2,975 

2,538 

1,686 

482 

5,131 

12,812 

1962 

3,162 

2,802 

1,785 

566 

5,576 

13,891 

1 963 1 

3,397 

3,023 

2,053 

709 

6,180 

15,362 

Per  cent  change  2 

1 958  to  1 963 

31.7 

59.3 

45.2 

108.7 

48.8 

48.0 

1 962  to  1 963 

7.4 

7.9 

15-1 

25.3 

10.8 

10.6 

1 Preliminary.  2 Computed  from  unrounded  data. 
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Research  Reveals  Economic  Future 
For  Dairymen  in  Lake  States  Region 

What’s  in  store  for  Lake  States 
dairymen?  Fewer  milk  producers, 
higher  output  and  slightly  lower 
farm  prices,  according  to  eco- 
nomic projections  for  1965.  In 
other  words,  it’s  a continuation  of 
existing  trends. 

The  Lake  States  region  has  long 
been  a leader  in  milk  production. 
In  1961,  three  of  these  states, 
Michigan,  Minnesota  and  Wiscon- 
sin, contributed  26.8  per  cent  of 
national  milk  output.  This  con- 
centration of  production  makes 
the  area  a milk  surplus  region. 
The  fluid  milk  market  is  domi- 
nated by  the  Chicago  order  mar- 
ket. The  bulk  of  the  milk  output 
of  the  region  goes  into  the  manu- 
facture of  butter,  milk  powder, 
ice  cream  and  cheese. 

BUDGETED  INCOMES  OF  DAIRY 

A competent  New  England 
dairy  farmer  with  32  cows  might 
reasonably  expect  to  earn  $5,500 
a year. 

He’s  at  the  top  of  the  income 
scale  in  a series  of  four  budgets. 

The  budgets  were  tied  to  annual 
milk  outputs  of  2,400  hundred- 
weight, 2,880  hundredweight, 
3,360  hundredweight  and  3,840 
hundredweight. 

A minimum  cost  budget  for  the 
dairy  farm  at  the  bottom  of  the 
scale  would  include  20  cows  with 
67  acres  of  land.  The  farm  is  es- 
sentially a one-man  operation,  as 
is  true  of  all  the  other  budgets. 
Some  324  extra  hours  of  labor — 
mostly  family  labor — are  also  in- 
cluded in  the  plan.  At  this  pro- 
duction level,  the  operator  earns 
19  cents  per  dollar  of  gross  sales 
or  $2,500  a year. 

For  the  next  higher  milk  out- 
put, the  farmer  needs  24  cows, 
and  80  acres.  His  earnings  would, 
theoretically,  amount  to  22  cents 
per  dollar  of  gross  sales  or  $3,500 
a year. 


An  economic  analysis  of  dairy- 
ing in  the  Lake  States  by  ERS  in 
cooperation  with  the  Agricultural 
Experiment  Stations  of  Illinois, 
Iowa,  Michigan,  Minnesota  and 
Wisconsin  indicates  that  balanc- 
ing supply  and  demand  for  fluid 
milk  and  products  would  allow  for 
an  additional  9 per  cent  of  pro- 
duction in  this  region  by  1965 
compared  to  1959.  The  increase 
would  result  from  growth  in  pop- 
ulation, higher  consumer  income 
and  lower  farm  prices  for  milk. 

Although  consumer  demand  for 
fluid  milk  and  cream  is  expected 
to  continue  to  decline,  demand  for 
manufactured  products  in  the 
U.S.  should  increase  over  the  next 
two  or  three  years.  Per  capita 
use  of  all  milk  will  continue  to 
drop  rapidly  but  will  be  more  than 
offset  by  a 10.3  per  cent  increase 
in  total  population. 

These  trends  in  demand  for 

FARMERS  DEPEND  ON  OUTPUT 

At  a 3,360-hundredweight  out- 
put level,  the  farmer  needs  28 
cows  and  93  acres.  He  would  earn 
about  25  cents  per  dollar  of  gross 
sales — $4,500  a year. 

The  largest  budget  calls  for  32 
cows  and  106  acres.  The  farmer 
earns  26  cents  per  dollar  of  gross 
sales  or  $5,500  a year. 

In  all  the  budgets  about  half 
the  farm  acreage  is  in  cropland 
and  rotation  pasture. 

The  figures  for  the  operator’s 
earnings  equal  the  cash  return  to 
the  farmer  for  his  labor  and  man- 
agement, after  deducting  from 
gross  sales  the  annual  expenses 
associated  with  the  business.  The 
expenses  do  not  include  the  cost 
of  the  farmhouse  nor  any  allow- 
ance for  repayment  of  capital. 
However,  the  expenses  do  include 
a charge  of  5 per  cent  on  the  total 
investment. 

In  all  the  budgets,  average  pro- 
duction per  cow  is  12,000  pounds 
of  3.8  per  cent  milk  a year.  The 
farm  price  of  milk  is  $5  per 
hundredweight.  ( 5) 


milk  and  the  opportunities  to  use 
improved  technology  indicate  sev-j 
eral  profitable  alternatives  for 
dairymen  in  the  Lake  States.  The. 
grade  A producers  can  more 
easily  increase  output  as  their 
competitive  position  is  stronger! 
compared  to  grade  B producers.! 
However,  these  farmers  need  to 
continue  to  improve  the  size  and 
quality  of  their  herds  and  many 
could  well  consider  the  installa- 
tion of  labor  saving,  loose-hous-: 
ing  arrangements  and  the  mecha-i 
nization  of  feeding  for  their  cows.! 

Many  of  the  grade  B producers! 
will  find  it  more  profitable  to  re-1 
duce  milk  output  and  shift  to 
feeding  more  hogs  and  beef.  Some;) 
grade  A men  on  farms  with  Coral 
Belt  type  soils  might  also  consider! 
adding  to  their  livestock  feeding! 
enterprises.  However,  the  analy-; 
sis  revealed  that  less  than  $17.50.1 
per  hundredweight  for  hogs 
would  not  make  them  as  profitable  i 
as  milk  production  for  most  pro- 
ducers selling  fluid  milk. 

Within  the  region,  the  largest] 
increase  in  milk  output  would  be 
profitable  for  dairymen  in  Mich- j 
igan  where  alternatives  in  live-j 
stock  production  are  limited.  Ex- 
pansion of  milk  production  in  east  j 
central  Minnesota  and  west  cen- 
tral Wisconsin  is  less  advisable 
because  the  farms  are  smaller  and! 
would  have  to  be  consolidated  into 
larger  units  to  provide  adequate! 
land  and  capital  resources.  (U) 

Costs  of  Producing  Slaughter  Beef 
Are  Related  to  Location  of  Feedlot 

What  affects  the  cost  of  pro- 
ducing fed  beef  in  one  area  com- 
pared to  another?  The  cost  of  the 
feeder  animal.  The  cost  per  hun- 
dredweight of  gain.  Nonfeed. 
costs. 

Take  the  cost  of  the  feeder  steer 
or  heifer  delivered  to  the  feedlot.  j 
This  item  will  depend  somewhat: 
on  the  concentration  of  the  cattle 
feeding  industry  in  the  area  and  \ 
the  distance  from  the  supply  of 
feeder  animals.  As  cattle  feeding | 
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i expands  in  a region,  operators 
must  go  farther  afield  to  fill  their 
blots.  Naturally  this  increases  the 
l cost  of  the  cattle. 

Once  the  outlay  is  made  for  the 
■livestock,  feed  costs  are  the  next 
(expense  for  cattle  feeders.  Feed 
Bis  the  most  important  part  of  the 
|cost  of  gain.  Areas  of  concen- 
trated feed  grain  production,  as 
a rule,  provide  generous  supplies 
iof  low-cost  concentrates.  Even  in 
grain  deficit  areas,  some  feeding 
iof  grains  is  necessary  for  finish- 
ing feeders.  Use  of  local  hay  and 
('pasture  can  partly  offset  the  extra 
Icost  of  concentrates. 

Climate  and  managerial  ability 
jalso  affect  the  rate  of  gain  of  feed- 
jer  cattle.  For  example,  both 
[severe  cold  and  extreme  humid 
sheat  reduce  the  rate  of  gain.  An 
unfavorable  climate  can  also  re- 
sult in  higher  overhead  costs  for 
buildings  and  maintenance  in  ad- 

IMPERIAL  VALLEY  WORTH  $30 

I The  arid  but  irrigated  desert 
flands  of  California’s  southern- 
most Imperial  County  produced 
Imore  than  $30  million  worth  of 
s truck  crops  in  1959,  according  to 
|the  Census  of  Agriculture,  or  11 
'per  cent  of  the  state’s  total 

['output. 

This  performance  level  makes 
.the  Imperial  Valley  the  leading 
(production  area  in  the  West  for 
winter  vegetables, 
j Imperial  County  harvests  its 
Struck  crops  from  59,353  acres  di- 
vided among  336  farms  averaging 
; 177  acres. 

i In  1959  a survey  was  made  of 
108  of  these  farms.  They  aver- 
aged 849  acres  of  cropland,  with 
vegetables  on  293  acres.  This 
[higher  average  is  primarily  the 
result  of  a concentration  of  large- 
scale  lettuce  farms. 

Sales  from  the  Imperial  Valley 
(farms  averaged  $509  per  acre  har- 
vested, compared  with  $409  per 
[acre  of  vegetables  for  the  entire 
state.  The  difference  of  $100  in 
gross  income  per  acre  was  largely 


dition  to  its  effect  on  gain. 

Non-feed  costs  depend  on  the 
scale  of  individual  operations. 
Feedlots  on  small  farms  have 
vastly  different  costs  compared  to 
large  mechanized  businesses. 
Costs  for  the  large  lots  also  vary 
with  mechanization.  (6) 

Salinas  Valley  on  California’s  Coast 
Grows  20%  of  the  U.S.  Salad  Bowl 

California  leads  the  nation  in 
the  production  of  truck  crops,  and 
Monterey  County,  the  lettuce  cap- 
ital of  the  nation,  is  one  of  the 
principal  contributors  to  the 
state’s  output. 

In  1959,  the  Salinas  Valley  in 
Monterey  County  harvested  more 
than  20  per  cent  of  the  entire  let- 
tuce acreage  in  the  United  States. 

According  to  the  1959  Census 
of  Agriculture,  the  sale  of  vege- 

MILLION  IN  VEGETABLES 

the  result  of  higher  prices 
brought  by  winter  vegetables. 
Furthermore,  the  grower  in  the 
Imperial  Valley  generally  pro- 
duced for  the  higher  priced  fresh 
market. 

But  there  is  a vast  difference 
between  gross  and  net  returns, 
and  producing  winter  vegetables 
is  a costly  business.  Growers  in 
the  valley  spent  up  to  $100  per 
acre  on  materials  alone  to  protect 
their  crops  from  the  cold  winds 
and  frosts  that  sweep  the  valley 
in  December  and  January.  Such 
protection  also  called  for  much 
more  hand  labor — 52  hours  per 
acre  of  staked  tomatoes  for  set- 
ting brush  and  paper. 

The  survey  farms  represented 
32  per  cent  of  all  truck  crop  op- 
erations in  Imperial  County.  Most 
of  the  farms  concentrated  on  only 
one  or  two  crops. 

Rainfall  is  a scant  two  to  three 
inches  a year  in  the  Imperial  Val- 
ley. Crop  production  depends  en- 
tirely on  irrigation  water  from 
the  Colorado  River.  (7) 


tables  from  Monterey  County  ex- 
ceeded $40,505,000,  more  than  15 
per  cent  of  the  state  total.  Though 
fewer  than  6 per  cent  of  the 
state’s  vegetable  farms  were  lo- 
cated in  the  county,  they  ac- 
counted for  over  14  per  cent  of 
the  harvested  acreage  of  vege- 
tables. 

The  Salinas  Valley’s  moderate, 
cool,  humid  climate  provides  near- 
ly ideal  conditions  for  lettuce  and 
other  cool  weather  crops  such  as 
artichokes,  broccoli,  cauliflower 
and  cabbage. 

The  average  farm  in  Monterey 
County  has  248  acres  of  cropland, 
according  to  a 1959  sample  taken 
of  37  per  cent  of  the  vegetable 
farms  in  the  area. 

Vegetables  were  grown  on  142 
acres,  or  about  57  per  cent  of  the 
cropland.  Though  most  vegetables 
were  grown  for  the  fresh  market, 
spinach,  tomatoes,  and  a few 
other  crops  destined  for  the 
processor  took  up  an  average  of 
20  acres  per  farm. 

More  than  half  the  farms  in  the 
area  grew  only  one  truck  crop. 
Only  about  one-fifth  of  the  farms 
produced  three  or  more  crops. 

Lettuce  is  by  far  the  No.  1 truck 
crop  in  the  county.  Lettuce  was 
grown  on  44  per  cent  of  the  sur- 
vey farms  and  accounted  for  58 
per  cent  of  the  vegetable  acreage. 

On  farms  where  lettuce  was 
produced,  this  crop  averaged  186 
acres.  (8) 

Study  in  Lower  Rio  Grande  Valley 
Guides  Choice  of  Profitable  Crops 

Hidalgo,  Willacy  and  Cameron 
are  the  last  Texas  counties  along 
the  Rio  Grande  as  it  meanders 
into  the  Gulf.  The  soil  is  mostly 
clay.  The  land  is  dry  with  little 
vegetation.  The  major  crops,  pro- 
duced mostly  under  irrigation,  are 
cotton  and  truck  crops. 

To  help  farmers  choose  the 
crops  and  capital  inputs  that  will 
make  the  most  of  these  clay  soils 
the  Economic  Research  Service, 
along  with  the  Texas  Agricultural 
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Experiment  Station,  has  prepared 
budgets  for  various  commodities. 

The  budgets  are  based  in  part 
on  actual  cost  and  return  figures 
supplied  by  leading  farmers  in  the 
area. 

In  addition  to  such  cash  ex- 
penses as  labor  and  irrigation 
costs,  the  budgets  take  into  ac- 
count interest  on  operating  cap- 
ital and  depreciation  on  machin- 
ery and  equipment.  But  they  don’t 
include  such  outlays  as  taxes  and 
interest  on  real  estate  investment 
which  remain  fixed  regardless  of 
what  crops  are  grown. 

So  the  budgets  are  guides 
rather  than  exact  estimates  of 
potential  crop  yields  and  farm 
income  per  acre : 


In  the  event  of  enemy  attack, 
many  farmers  can  use  the  base- 
ments or  cellars  under  their 
houses  for  fallout  protection.  A 
recent  SRS  survey  revealed  that 
nearly  60  per  cent  of  the  farmers 
in  24  central  and  southern  states 
have  facilities  that  provide  some 
protection  against  fallout.  About 
45  per  cent  of  the  farm  families 
have  cellars  under  their  houses 
and  14  per  cent  have  storm 
shelters  away  from  their  houses. 

The  24  states  covered  in  the 
survey  account  for  2.9  million 
farm  households — 78  per  cent  of 
the  United  States  total. 

The  study,  part  of  USDA’s  con- 
tinuing civil  defense  program, 
also  surveyed  shelters  for  milk 
cows.  There  was  shelter  of  some 
sort  for  one-third  of  the  milk 


Cotton  yields  run  732  pounds 
(lint)  per  acre,  whether  the  land 
lies  fallow  in  the  fall  or  is  planted 
to  vegetables.  But  double  crop- 
ping lowers  cotton  production 
costs  since  it  takes  less  land 
preparation. 

The  high  returns  shown  for  let- 
tuce and  onions  would  seem  to 
encourage  farmers  to  produce 
these  crops  exclusively.  Overpro- 
duction, however,  would  cause 
market  prices  to  fall  sharply. 

The  report  also  includes  de- 
tailed cost  figures  for  seed,  labor, 
machinery  and  other  inputs. 

The  study  is  part  of  an  exten- 
sive research  program  to  appraise 
the  changing  farm  opportunities 
in  12  southern  states.  (9) 


cows  in  four  South  Atlantic 
states,  compared  with  90  per  cent 
in  the  North  Central  and  50  per 
cent  of  the  animals  in  the  South 
Central  states. 

In  the  24  states  surveyed,  70 
per  cent  of  the  farms  had  storage 
facilities  for  gasoline ; 39  per  cent 
for  diesel  fuel,  fuel  oil  or  kero- 
sene ; and  47  per  cent  for  LP-gas. 
Farm  storage  capacity  amounted 
to  a sixth  of  annual  use  for  gaso- 
line and  equalled  about  a third  of 
total  annual  use  for  the  other 
fuels  listed. 

As  of  December  1,  1962,  the 
supply  of  gasoline  on  farms  was 
about  one-third  of  the  storage 
capacity.  Supplies  of  LP-gas, 
diesel  fuel,  fuel  oil  and  kerosene 
were  about  half  of  the  storage 
capacity.  (10) 


Farm  Population  in  Texas  Blacklands 
Shows  Sharp  Drop  in  Two  Decades 

Many  farmers  in  the  Blackland  | 
Prairie  of  Texas  have  hung  up 
their  hoes  and  moved  to  the  city,  i 
They  couldn’t  make  a living  on  ! 
the  farm. 

Like  most  rural  areas  of  the 
nation,  the  Blacklands  have  lost ! 
the  greater  part  of  their  farm  ; 
population  to  cities  in  recent 
decades.  In  1940,  about  358,000 
persons  lived  on  farms  in  the 
Blacklands.  By  1960,  this  num- 
ber had  dwindled  to  96,000. 

These  figures  are  from  a study, 
conducted  by  the  Texas  Agricul- 
tural Experiment  Station  in  con-1 
junction  with  ERS. 

The  study  showed  that  the  10 
million  acres  of  farmland  in  the  \ 
Blacklands  area  is  steadily  losing 
cropland  to  livestock  and  pas-  : 
ture.  Cotton,  long  the  major 
crop,  is  still  the  largest  source  of 
farm  income.  But  cotton  yields  ] 
have  remained  about  the  same 
through  the  years  and  the  cut  in  i 
cotton  acreage  takes  a big  bite  out 
of  farm  income. 

The  return  to  farm  family  labor 
on  a typical  Blackland  cotton 
farm  in  1961  was  29  cents  per 
hour,  down  from  the  1947-49  j 
average  of  86  cents  and  the  1957-  > 
59  average  of  39  cents  per  hour. 

Substitutions  in  farm  enter- 
prises have  not  fully  compensated 
farmers  for  the  cash  they  have ; 
lost  from  cotton.  In  1959,  one- j 
eighth  of  the  farm  families  had  a 
cash  income  of  less  than  $1,000. 1 

The  low  incomes  usually  are  as- 1 
sociated  with  heads  of  families] 
who  are  either  women,  aged,  dis-  j 
abled  or  poorly  educated.  For  ex-  j 
ample,  farm  operators  with  a high 
school  education  or  better  re-  j 
ceived  about  $5,400  in  1959  com- 
pared with  the  $2,200  received  by ! 
farmers  with  less  than  five  years 
of  school. 

Among  rural  heads  of  families  [ 
in  the  area,  34  per  cent  have  one  j 
or  more  of  the  above  “low-income  I 
traits.”  (11) 


Crop 

Gross 

Specified 

Net  returns 

receipts 

expenses 

per  acre 

Cotton — winter  fallow 

$267.40 

$172.71 

$ 94.69 

Cotton — fall  vegetable 

267.40 

163.12 

104.28 

Beets 

106.00 

73.03 

32.97 

Cabbage 

161.25 

129.23 

32.02 

Carrots 

135.00 

101.26 

33.74 

Lettuce 

520.00 

190.1  1 

329.89 

Onions 

459.00 

130.93 

328.07 

Green  peppers 

315.00 

258.70 

56.30 

Sweet  corn 

1 12.50 

74.93 

37.57 

Tomatoes 

145.50 

107.86 

37.64 

Grain  sorghum 

58.65 

41.59 

17.06 

FARM  BASEMENTS  WOULD  PROVIDE  DISASTER  PROTECTION 
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Model  Cotton  Farm  Setup  Reveals 
Effects  of  Changes  in  Technology 

How  do  you  make  the  best  bet- 
ter? Use  the  most  up-to-date 
{production  techniques,  say  the 
i specialists. 

To  compare  the  differences  in 
;inet  returns  resulting  from 
(changes  in  technology,  economists 
(set  up  a model  farm.  Returns 
.(were  figured  using  the  current 
{production  practices  typical  of 
{most  cotton  operations  in  the 
(Delta  areas  of  Mississippi,  Ar- 
kansas and  Louisiana.  Then  they 
I were  calculated  on  the  basis  of 
more  advanced  techniques  that 
have  been  proven  successful  but 
(are  not  yet  widely  used, 
j The  differences  between  present 
;and  advanced  techniques  were  in 
(varieties  planted,  seeding  rates, 
I fertilization,  weed  and  insect  con- 
trol, irrigation,  harvesting  and 
[(management.  The  hard  core  of 
i the  success  of  the  entire  operation 
I is  the  quality  of  the  management 
available.  This,  needless  to  say, 
varies  greatly. 

i Little  change  was  made  in  the 


[ Not  all  the  corn  in  the  field  gets 
into  the  bin.  While  over  two  Mi- 
llion bushels  of  corn  will  be  har- 
vested in  the  Corn  Belt  this  fall, 
another  180  million  bushels  will 
ibe  left  behind  by  the  machines. 

, Only  a small  part  of  this  loss  will 
; be  salvaged  by  livestock  or 
; gleaned  by  hand, 
i How  can  at  least  part  of  these 
. 180  million  bushels  be  harvested? 
; Good  harvesting  practices  and 
i careful  selection  of  equipment  are 
the  answer,  say  the  specialists. 
( Needless  to  say,  more  corn  means 
more  profit  for  the  farmer. 

First  consideration  is  the  type 
of  harvester.  Harvesting  effi- 
ciency is  normally  higher  with 
combines  that  have  a snapping 
bar  on  the  corn-head  attachment 
than  with  conventional  picker- 


acreage  of  land  used  for  different 
crops  as  the  level  of  production 
technology  shifted.  Distribution 
of  land  use  under  current  tech- 
niques was  as  follows — 433  acres 
of  cotton,  172  acres  of  soybeans 
and  116  acres  in  rice-soybean 
rotation.  With  advanced  tech- 
nology— 433  acres  were  in  cotton, 
172  acres  in  soybeans  or  corn,  74 
acres  in  rice-soybean  rotation  and 
42  acres  in  rice-fallow  rotation.  In 
both  cases  the  total  cropland  was 
721  acres  on  a farm  containing 
1,200  acres. 

The  change  in  technology  al- 
most doubled  the  net  returns  to 
management.  While  net  income 
totaled  $28,851  with  current  tech- 
niques, $57,504  was  possible  using 
the  up-to-date  practices. 

As  would  be  expected,  the  ad- 
vanced methods  resulted  in  a 
marked  increase  in  production 
due  to  the  larger  yields  and  more 
efficient  combination  of  resources. 

To  make  the  comparison  of 
levels  of  technology  easier,  no 
production  controls  or  acreage  al- 
lotments were  included  in  the 
model.  However,  in  the  absence 
of  such  programs,  reasonable 


shellers.  The  bar  helps  reduce  the 
loss  of  shelled  corn  at  the  snap- 
ping rolls. 

The  date  of  harvest  and  mois- 
ture content  of  the  grain  also  in- 
fluence yields.  Corn  harvested 
early  contains  more  moisture  but 
has  fewer  lodged  stalks  and  less 
loss  of  shelled  corn  at  the  snap- 
ping rolls.  Harvested  yields  are 
highest  for  corn  containing  25  to 
26  per  cent  moisture. 

Harvest  can  take  place  earlier 
in  the  season  if  the  corn  is 
mechanically  dried. 

For  large  volumes  of  corn,  it 
is  advisable  to  begin  picking  early 
when  moisture  content  is  high  and 
to  use  artificial  drying  equipment 
so  that  harvest  is  completed  be- 
fore the  grain  in  the  fields  be- 
comes too  dry.  (13) 


management  of  the  land  would  re- 
strict the  acreage  planted  to  cot- 
ton and  rice.  Of  the  721  acres  of 
cropland  on  the  farm,  about  430 
acres  were  composed  mostly  of 
sandy  soils  and  the  balance  was  in 
clays  and  loams.  Cotton  was 
limited  to  not  more  than  60  per 
cent  of  the  available  cropland, 
and  rice  was  planted  only  on  loam 
and  clay  soils. 

Capital  for  operating  the  farm 
was  assumed  to  be  unlimited  at  6 
per  cent  interest.  The  operator 
made  the  management  decisions 
and  hired  all  the  labor.  Both 
prices  paid  and  received  were 
pegged  at  current  levels  except 
for  rice  which  was  sold  at  $3.80 
per  hundredweight.  (12) 

Pros  and  Cons  on  Type  of  Storage 
Depend  on  the  Future  Use  of  Corn 

Wet  or  dry?  Which  is  the  best 
method  of  storing  corn?  The  an- 
swer depends  on  several  things. 

Corn  for  sale  must  be  stored 
dry — wet  corn  spoils  in  shipment. 
But  corn  to  be  fed  on  the  farm 
can  be  stored  wet  in  conventional 
or  airtight  silos,  at  a saving  of 
about  6 cents  a bushel  in  harvest- 
ing and  storing  costs. 

What  are  other  advantages  of 
wet  storage  ? Harvest  can  be  done 
early  when  field  losses  are  lower. 
There  is  no  expense  for  artificial 
drying.  Wet  stored  corn  is  well 
adapted  to  mechanized  feeding  by 
conveyor.  Once  stored,  no  addi- 
tional grinding,  shelling,  cracking 
or  mixing  is  needed. 

What  are  the  disadvantages? 
Wet  stored  corn  must  be  fed  on 
the  farm;  it  is  not  suitable  for 
other  commercial  uses.  It  may 
not  “feed  down”  well  in  silos  that 
unload  from  the  bottom.  From 
silos  that  unload  from  the  top, 
three  to  four  inches  of  corn  must 
be  removed  daily  during  warm 
weather  to  prevent  spoilage. 

Wet  corn  makes  better  feed  for 
dairy  cattle  and  sheep  than  for 
beef  animals.  Wet  shelled  corn  is 
a usable  feed  for  hogs.  (1U) 
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Teamwork  Gives  Family  on  III.  Farm 
Advantages  of  Specialized  Production 

One  family  out  in  Illinois  has 
found  a way  to  combine  special- 
ization and  diversification  on  the 
same  farm. 

Together,  three  brothers  man- 
age 400  acres  of  corn,  1,000  hogs 
and  5,000  laying  hens.  One  of  the 
brothers  devotes  his  time  to  rais- 
ing hogs  and  producing  eggs.  The 
second  concentrates  on  producing 
and  storing  the  corn.  The  third 
takes  care  of  buying  supplies  and 
marketing  the  farm  products. 

Some  of  the  advantages  to  the 
arrangement  are: 

— The  brothers  are  able  to  han- 
dle a large  enterprise  with  little 
more  total  labor  than  some  farm- 
ers on  smaller  farms. 

— The  volume  of  farm  output 
is  great  enough  to  justify  such 

ECONOMIC  BACKWATER  TRAPS 

At  best  the  farmland  could  be 
described  as  fair.  The  community 
is  off  the  beaten  track,  somewhat 
isolated  from  the  rest  of  the  state. 
And  there  aren’t  enough  jobs  to 
go  around. 

This  is  the  region  in  America 
that  hasn’t  been  able  to  keep  up 
with  the  technical  and  economic 
progress  of  the  rest  of  the  coun- 
try. 

One  such  area  is  found  in  south 
central  Kentucky.  Its  portrait  has 
been  sketched  by  economists  in 
the  University  of  Kentucky  Agri- 
cultural Experiment  Station 
working  in  cooperation  with  the 
Economic  Research  Service. 

Some  69  per  cent  of  the  farm 
families  in  the  area  had  incomes 
of  less  than  $2,000  a year  in  1956, 
compared  with  43  per  cent  na- 
tionally. The  nonfarm  workers  in 
the  area  were  no  better  off.  Fifty- 
nine  per  cent  of  them  made  less 
than  $2,000  a year ; the  figure  for 
the  nation  in  1956  was  16  per 
cent. 

The  economic  blight  is  more  apt 


specialized  investments  as  auto- 
mated drying  equipment  for 
grain,  confinement  buildings  for 
hogs  and  a poultry  house  with 
controlled  environment  and  an 
egg-gathering  belt. 

— Because  of  the  volume  of 
their  business,  the  brothers  buy 
on  discount  and  can  take  advan- 
tage of  special  prices  for  their 
supplies. 

— With  high  quality  products, 
uniform  groups  of  livestock,  and 
year-round  production,  the  farm 
can  supply  the  best  markets  and 
command  top  prices  for  its  out- 
put. 

— By  combining  specialization 
with  diversification,  the  brothers 
spread  their  risk  over  three  major 
enterprises. 

— The  farm  is  big  enough  to 
make  full  use  of  the  technical 
ability  developed  by  the  three  men 
over  the  years.  (15) 

RURAL  KENTUCKY  FAMILIES 

to  strike  the  younger  and  older 
farmers  than  the  middle  age 
group.  But  while  proportionately 
more  farmers  under  35  years  of 
age  earn  less  than  $2,000  a year, 
compared  with  farmers  over  65, 
the  problem  is  much  worse  for  the 
older  men.  The  younger  men  can, 
and  often  do,  move  out  of  the  re- 
gion and  out  of  farming — older 
farmers  can’t. 

Unfortunately  part  of  the 
burden  of  poverty  is  borne  by  the 
children  of  these  older  farmers 
since  their  parents  often  cannot 
afford  to  send  them  through  high 
school — the  most  important  pre- 
requisite for  well-paying  jobs  out- 
side farming. 

Underemployment  is  the  most 
important  single  explanation  of 
the  low  farm  incomes.  Tenants 
and  croppers  on  tobacco-corn 
farms  in  the  area  who  worked 
roughly  200  days  a year,  produced 
less  than  the  output  of  130  days 
of  work  at  somewhat  better  than 
average  performance  rates  on 
commercial  farms. 


People  Who  Stay,  Pay 

More  than  80  per  cent  of  all 
counties  with  less  than  5,000 
persons  lost  population  between 
1950  and  1960.  It’s  more  than 
just  losing  people,  however.  As 
populations  dwindle,  the  per 
capita  costs  of  government  go 
up. 

This  fact  is  causing  some 
rural  counties  to  explore  the 
possibilities  of  consolidating 
government  services  with  neigh- 
boring communities.  Whether 
planning  for  river  basins,  flood 
control,  hospitals,  libraries  or 
recreational  facilities,  counties 
may  be  able  to  save  money  by 
sharing  costs.  (16) 


What  can  be  done  to  remedy 
the  situation?  Migration  to  the 
city  already  plays  a major  role. 
In  the  decade  between  1950  and 
1960,  for  instance,  the  region  lost 
about  15  per  cent  in  total  popula- 
tion, while  the  U.S.  as  a whole 
increased  by  over  18  per  cent. 

Migration,  however,  is  no  cure- 
all  nor  does  it  necessarily  lead  to 
significantly  better  pay.  A third 
of  the  men  who  left  home  during 
the  decade  ended  up  as  laborers, 
about  a fifth  became  low-skill 
craftsmen. 

And  too  often  the  move  from 
the  blighted  area  was  a move  in 
name  only.  More  than  40  per  cent 
of  the  men  who  left  home  during 
the  decade  went  no  farther  than 
a neighboring  county. 

The  low-paying  jobs  are  largely 
the  result  of  poor  education  or 
inadequate  preparation  for  urban 
employment.  Only  a quarter  of 
all  men  leaving  home  had  com- 
pleted high  school — a minimum 
level  of  education  for  many,  if  not 
most,  jobs  in  the  city.  Compared 
to  their  fathers,  only  3 per  cent 
of  whom  had  finished  high  school, 
this  was  a great  advance. 

Retraining  holds  out  hope  for 
many  a marginal  farmer  in  this 
and  other  depressed  areas,  though 
there  are  limits  to  what  a training 
program  can  do.  Not  every  mar- 
ginal farmer  can  benefit  from 
such  programs.  (17) 
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FARM  FORECAST  FOR  ‘64 


Growing  business  activity  at  home  and  abroad 
in  1964  indicates  expanding  markets  for  U.S. 
farm  products.  Dominant  factors  in  the  outlook 
for  farm  income,  however,  include  prospects  of 
substantially  reduced  receipts  from  wheat  and  a 
continued  upward  trend  in  production  expenses. 

Cash  receipts  and  government  payments  for 
wheat  will  be  sharply  lower  under  the  program 
effective  for  the  1964  crop.  Due  to  increases  in 
cash  receipts  for  crops  other  than  wheat  and  for 
livestock,  gross  farm  income  is  expected  to  drop 
slightly  below  the  $41  billion  estimated  for  1963. 
(Fig.  1)  But  with  expenses  increasing,  realized 


!; 

net  farm  income  in  1964  likely  will  be  lower,  per- 
haps 5 per  cent  or  more  below  the  $1214  billion 
estimated  for  1963. 

The  farm  population  is  continuing  its  down- 
ward trend  this  year.  Although  realized  net  farm 
income  from  agriculture  is  a little  below  1962, 
income  per  capita  is  higher  because  of  the  smaller  1 
population.  (Fig.  2)  In  1964,  farm  income  per 
capita  of  the  farm  population  is  indicated  a little 
smaller  than  in  1963.  But  per  capita  income  from  \ 
nonfarm  sources  is  continuing  to  rise  and  personal 
income  per  capita  from  all  sources  in  1964  is  likely  } 
to  be  little  changed  from  1963.  (Coni’ d p.  13)  j 


This  chartbook  presents  a 
graphic  word-picture  of  the  agri- 
cultural situation  and  outlook  for 
1964.  The  outlook  summary,  to- 
gether with  the  Handbook  of 
Agricultural  Charts  (A.H.  No. 
258)  issued  in  September,  re- 
places the  outlook  chartbook  of 
previous  years. 

The  chartbook  this  year  also 
presents  for  the  first  time  a pro- 
file of  agriculture  projected  to 
1968.  This  view  of  the  future  is 
not  a forecast  like  the  annual  out- 
look. It  is  a projection  based  on  a 
set  of  assumptions,  a knowledge 
of  economic  relationships,  tech- 
nological changes,  and  historical 
trends.  Projections  appraise, 
under  the  specified  assumptions, 
the  expected  expansion  in  domes- 
tic and  export  markets,  probable 
growth  in  farm  output,  relative 
prices  and  farm  income  prospects. 

Economic  projections  serve  pri- 
marily to  point  up  likely  problems 
in  carryover  stocks,  prices  and  in- 
come and  to  approximate  the 
magnitude  of  these  problems  un- 
der alternative  conditions. 

The  basic  assumptions  include 
specified  population  and  economic 
growth,  farm  programs  and 
trends  in  technology. 

Population  is  expected  to  rise 
10  to  11  per  cent  by  1968  from 
186.6  million  in  1962.  An  an- 
nual growth  rate  of  1.7  per  cent 


is  slightly  below  the  average  for 
the  past  decade.  The  population 
increase,  together  with  an  ac- 
companying rise  in  the  labor  force 
and  productivity,  would  lead  to  a 
growth  in  the  gross  national 
product  from  1962  to  1968  of  more 
than  one-fourth — about  4 per  cent 
per  year.  Rising  wage  rates  would 
increase  consumer  buying  power 
by  nearly  15  per  cent  over  the 
period. 

Farm  programs  assumed  for 
these  projections  are,  in  general, 
those  in  effect  in  1963  and  in 
prospect  for  1964  crops,  includ- 
ing the  wheat  program  resulting 
from  the  May  referendum.  Ac- 
cordingly, projections  assume  a 
support  price  for  wheat  around 
$1.25  per  bushel  for  participating 
producers  who  plant  within  their 
acreage  quota.  For  feed  grain, 
the  1963  program  was  assumed 
to  continue  through  1968.  The 
feed  grain  program  assumes  a 
loan  rate  of  $1.10  per  bushel  for 
corn  with  comparable  supports 
for  other  feed  grains  and  a direct 
payment  of  15  cents  a bushel  to 
participating  growers. 

Although  stock  changes  would 
reflect  the  projected  demand- 
output  balance  under  programs 
specified,  it  was  assumed  that 
present  policy  would  attempt  to 
hold  stocks  near  desired  normal 
levels : Around  500  to  600  million 


bushels  for  wheat ; 45  million  tons  j 
of  feed  grains;  and  perhaps  6 
million  bales  of  cotton.  Acreage 
control  programs  for  other  crops 
would  continue  as  in  1963.  Acre-  I 
age  in  the  conservation  reserve  I 
declines  as  contracts  expire.  Mar-  ) 
keting  agreements  and  orders  and  ; 
domestic  distribution  programs  | 
continue  as  scheduled. 

Export  projections  reflect  1963 
legislation  for  the  Food  for  Peace  I 
program  including  a vigorous 
P.L.  480  program,  and  assistance 
programs  designed  to  make  prices 
of  such  crops  as  wheat,  cotton, 
and  feed  grains  competitive  in 
world  markets. 

Projection  methodology  brings 
to  bear  extensive  commodity  re- 
search on  demand  analyses.  How- 
ever, no  general  equilibrium  J 
framework  was  available  on  which 
to  simultaneously  integrate  all 
the  variables.  Statistical  analyses, 
specified  from  programs,  and 
trends  in  crop  yields  provide  the  j 
basis  for  projecting  crop  output.  | 
Production  of  livestock  products  j 
was  estimated  largely  on  the  basis 
of  relative  prices  for  livestock, 
product-feed  price  ratios  and  the 
size  of  breeding  herds.  Feeding  j 
rates  reflect  livestock-feed  price 
relationships,  projected  produc-  \ 
tion  of  different  types  of  livestock 
and  technological  innovations  in 
livestock  feeding. 
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Cash  receipts  from  livestock 
product  marketings  have  been 
about  maintained  this  year  as 
large  marketings  approximately 
offset  lower  prices.  (Fig.  3)  Prices 
for  livestock  products  are  running 
around  3 per  cent  below  1962, 
principally  because  of  lower  prices 
for  beef,  hogs  and  broilers. 

The  volume  of  marketings  by 
farmers  is  rising  this  year  and  is 
expected  to  increase  moderately 
in  1964.  With  expanding  domestic 
and  foreign  markets,  prices  for 
most  groups  of  commodities,  ex- 
cept for  wheat,  are  expected  to 
be  about  the  same.  The  rise  in 
marketings  has  been  boosted  by 
increased  output.  Production  of 
crop  and  livestock  products  this 
year  is  indicated  around  2 per 
cent  above  1962.  A larger  acre- 
age for  harvest  and  increased 
yields  resulted  in  more  corn, 
wheat,  soybeans  and  sugarbeets. 

Livestock  and  product  increases 
reflect  more  beef,  pork,  poultry 
and  eggs. 

Cattle  marketings  are  expected 
to  increase  again  next  year  al- 
though not  as  much  as  the  gain  in 

1963.  Relatively  low  hog  prices 
and  fall  and  winter  intentions  for 
farrowing  indicate  a smaller  hog 
slaughter  next  spring.  Prospects 
for  a further  gain  in  livestock  and 
product  marketings  and  addi- 
tional expansion  in  the  domestic 
market  during  1964  point  to  little 
change  in  the  price  level  for  live- 
stock and  products  from  1963. 

With  average  growing  condi- 
tions and  continuing  adoption  of 
new  technology,  another  increase 
in  crop  output  is  likely  in  1964. 
Current  programs  will  again  limit 
feed  grain  production.  The  1964 
program  for  wheat  is  expected  to 
result  in  increased  acreage  and 
production.  Increased  output 
levels  are  also  in  prospect  for 
soybeans  and  sugarbeets.  Except 
for  the  influence  of  lower  wheat 
prices  during  the  second  half  of 

1964,  price  levels  of  crops  in  the 
coming  year  likely  will  be  little 
changed  to  slightly  lower. 
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Farm  production  expenses  have 
been  rising  around  $700  million 
annually  for  the  past  decade.  The 
rise  reflects  increasing  prices  paid 
and  larger  purchases  of  nonfarm 
inputs.  Prices  paid  by  farmers  for 
production  goods,  interest,  taxes 
and  wage  rates  probably  will  creep 
up  again  in  1964.  (Fig.  U)  Higher 
prices  paid  and  possibly  lower 
prices  received  indicate  some 
further  tightening  in  the  cost- 
price  squeeze  on  agriculture. 

Carryover  stocks  of  farm  com- 
modities are  expected  to  total  a 
little  smaller  in  1964;  production 
will  be  larger  but  domestic  and 
foreign  markets  are  expanding. 
(Fig.  5) 

Wheat  carryover  next  July  1 is 
expected  to  be  about  500  million 
bushels  below  July  1963.  Feed 
grain  stocks  are  likely  to  drop  3 to 
4 million  tons  from  the  62.5  mil- 
lion ton  carryover  of  1963.  Stocks 
of  dairy  products  are  decreasing 
in  response  to  smaller  production 
and  increased  exports.  Cotton 
production  this  year  is  nearly  as 
large  as  last  and  stocks  are  likely 
to  increase  further,  possibly  by 
more  than  a million  bales  from  the 
11.2  million  on  hand  August  1, 
1963. 


DOMESTIC  DEMAND 

Economic  activity,  employment 
and  consumer  incomes  are  ex- 
pected to  continue  expanding 
throughout  1964.  (Fig.  6)  The 
extent  of  the  rise  next  year  will 
depend  in  large  measure  on  the 
outcome  of  proposed  cuts  in  per- 
sonal and  corporate  taxes.  Econ- 
nomic  activity  increased  at  a 
fairly  brisk  pace  this  year  with 
gross  national  product  in  the  first 
three  quarters  up  about  5 per 
cent  from  1962. 

Retail  expenditures  for  food 
are  running  around  3 per  cent 
above  1962,  a somewhat  slower 
rise  than  last  year.  (Fig.  7) 
Larger  supplies  of  food,  par- 
ticularly meats,  moderated  the 
rise  in  retail  food  prices  to  around 
one  and  one-half  per  cent  over 
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GROSS  NATIONAL  PRODUCT  UP  FIVE  PER  CENT 
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MAJOR  SOURCES  OF  DEMAND  ARE  EXPANDING 


♦ ESTIMATES  FOR  1963  BYERS. 

U.  S.  DEPARTMENT  OF  AGRICULTURE  Fig.  7 NEG.  21 1 9FI-63(9) 


MEAT  CONSUMPTION  UP;  PRICE  TRENDS  DIVERGE 


■ RETAIL  PRICE-WEIGHTED  QUANTITIES  * BUREAU  OF  LABOR  STATISTICS 

U.  S.  DEPARTMENT  OF  AGRICULTURE  Fig.  8 NEG.  2378FI-63[1 0] 


USE  OF  FOOD  FROM  CROPS  DOWN;  PRICES  RISE 
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1962  despite  higher  prices  for 
sugar,  citrus  fruits  and  early- 
season  vegetables. 

Recent  increases  in  per  capita 
consumption  of  meats,  primarily 
beef  and  poultry,  continue  an  up- 
trend which  has  extended  over 
much  of  the  past  two  decades. 
(Fig.  8)  In  the  case  of  poultry, 
declining  retail  prices  have  pro- 
vided a stimulus  to  stepped-up 
consumption.  Upward  trends  in 
both  consumption  and  prices  for 
beef  reflect  rising  demand. 

A pronounced  decline  in  recent 
years  in  per  capita  consumption 
of  eggs  and  dairy  products  prob- 
ably is  due  mostly  to  a weakening 
in  consumer  preference  for  these 
foods,  but  price  rises  in  dairy 
products  have  taken  place. 

Trends  in  per  capita  consump- 
tion of  crops  for  food  also  illus- 
trate marked  shifts  in  consumer 
demand — away  from  fresh  fruits 
and  vegetables  and  toward  more 
frozen  and  canned  items. 

Consumption  of  cereals  con- 
tinues to  decline.  (Fig.  9)  Changes 
in  retail  prices  of  food  from  crops 
have  influenced  modifications  in 
diet  but  consumer  preferences  and 
the  demand  for  convenience  foods 
probably  have  played  the  major 
roles. 

In  1963,  total  food  consumption 
per  capita  rose  an  estimated  one- 
half  of  one  per  cent  above  1962. 
This  is  the  largest  year-to-year 
change  since  1959  and  compares 
with  a total  rise  of  only  4 per  cent 
since  1947-49.  Large  increases  in 
meat  more  than  offset  declines  in 
per  capita  consumption  of  eggs, 
fruits  (mainly  citrus)  and  fish. 

Indications  for  1964  point  to 
gains  in  consumption  per  person 
of  beef,  chicken  and  fish.  How- 
ever, these  increases  likely  will 
be  about  offset  by  continued  de- 
cline in  consumption  per  capita 
of  some  dairy  products,  pork,  eggs 
and  fruit. 

Retail  food  prices  probably  will 
rise  slowly  even  if  farm  prices 
average  slightly  lower  in  1964. 
But,  they  are  not  likely  to  rise  as 
much  as  from  1962  to  1963. 
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The  percentage  of  consumer 
disposable  income  spent  for  food 
continues  to  decline  gradually. 
(Fig.  10)  In  1962  expenditures 
for  food  were  equal  to  about  19 
per  cent  of  disposable  income. 
The  steady  drop  in  per  cent  of  in- 
come spent  for  food  from  around 
23  per  cent  in  1950  reflects  pri- 
marily reductions  in  the  farm 
value  of  foods. 

As  the  consumer’s  income  rises, 
he  tends  to  spend  proportionately 
more  on  the  services  of  marketing 
and  processing  food.  He  also  may 
spend  more  to  upgrade  his  diet — 
more  meats,  for  example — but  in 
total,  the  percentage  increase  in 
expenditures  for  food  averages 
only  about  two-thirds  as  much  as 
the  rise  in  consumer  income. 
Thus  with  ample  food  supplies, 
rising  income  and  slightly  lower 
average  prices  for  farm  products, 
the  percentage  of  income  spent  for 
food  will  decline  again  in  1964. 

In  recent  years  special  food 
distribution  programs  for  schools, 
charitable  institutions  and  needy 
persons  increased  considerably 
and  further  increases  are  in 
prospect.  (Fig.  11)  Relative  to 
total  food  consumption,  these 
programs  are  still  small.  They 
distributed  less  than  2 per  cent 
of  total  food  supplies  in  1963. 

During  1964,  donations  for 
school  lunches  are  expected  to  ex- 
pand. Donations  to  foreign  needy 
persons  account  for  more  than 
half  of  the  special  food  distribu- 
tion programs. 

Nonfat  dry  milk,  flour,  chopped 
meat  and  butter  were  the  major 
foods  donated  in  all  domestic  dis- 
tribution programs  in  1963. 

FOREIGN  DEMAND 

Exports  are  an  important  mar- 
ket outlet  for  U.S.  farm  products. 
In  1963,  agricultural  exports  were 
equal  to  an  estimated  16  per  cent 
of  U.S.  farm  production.  (Fig.  12) 
In  1962-63,  export  markets  took 
more  than  half  of  the  U.S.  output 
of  wheat  and  rice,  over  two-fifths 
of  the  soybeans  (including  bean 
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MORE  EXPORTS  SOLD  FOR  DOLLARS  IN  1962-63 
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DEFICIT  IN  BALANCE  OF  PAYMENTS  CONTINUES 
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equivalent  of  oil) , one-third  of 
the  tallow  and  around  one-fourth 
of  the  feed  grains  and  cotton. 
Agricultural  exports  account  for 
nearly  one-fourth  of  total  exports 
and  contribute  substantially  to 
total  U.S.  export  earnings. 

In  the  current  fiscal  year,  U.S. 
agricultural  exports  are  expected 
to  rise  to  around  $6  billion  from 
the  $5.1  billion  in  1962-63  if  trade 
is  expanded  appreciably  with 
Eastern  Europe  and  Russia.  In- 
creases are  anticipated  in  exports 
of  cotton,  wheat,  soybeans,  vege- 
table oils  and  tobacco. 

Commercial  sales  for  dollars 
were  at  a record  level  in  fiscal 
1963,  accounting  for  about  70 
per  cent  of  total  farm  exports. 
(Fig.  13)  Dollar  sales  accounted 
for  $3.6  billion,  with  the  remain- 
ing $1.6  billion  financed  under 
government  programs  including 
foreign  currency  sales,  dona- 
tions, barter  and  long-term  dollar 
credits. 

Commercial  sales  for  dollars  in 
fiscal  year  1964  should  be  a record 
high  again  by  a substantial 
amount. 

Trading  blocs  have  become  im- 
portant markets  for  agricultural 
exports.  Together  they  accounted 
for  about  two-fifths  of  U.S.  ex- 
ports in  1962-63.  (Fig.  1U)  The 
European  Economic  Community 
and  the  European  Free  Trade 
Association  are  the  most  impor- 
tant blocs.  In  fiscal  1963,  exports 
to  EEC  totaled  nearly  $1.1  billion 
and  to  EFTA  more  than  $608 
million.  Other  important  markets 
include  Japan,  Canada  and  India. 
In  recent  years  there  also  has 
been  a rapid  expansion  in  exports 
to  Africa. 

During  the  first  half  of  1963, 
the  overall  balance  of  payments 
deficit  averaged  $4.2  billion  (an- 
nual rate) , compared  with  an 
improved  $2.2  billion  in  1962. 
(Fig.  15)  The  deficit  is  measured 
by  the  reduction  in  U.S.  monetary 
assets  and  the  increase  in  liquid 
dollar  liabilities  excluding  U.S. 
government  sales  of  securities  to 
foreign  monetary  authorities. 
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MARKETING  COSTS  AND 
SPREADS 

The  market  basket  of  domestic 
farm-originated  food  products 
cost  1 per  cent  more  in  the  third 
quarter  this  year  than  in  the  like 
period  of  1962.  (Fig.  16)  But  the 
farm  value  or  return  to  farmers 
for  these  products  was  4 per  cent 
lower  this  year  than  last.  Charges 
for  marketing  these  foods,  as 
measured  by  the  spread  between 
the  retail  cost  and  farm  value, 
were  4 per  cent  higher  in  the  third 
quarter  than  a year  ago. 

Rising  marketing  charges  and 
declining  farm  prices  reduced  the 
farmer’s  share  of  the  consumer’s 
food  dollar  to  36  cents  in  the  sec- 
ond quarter  this  year,  the  lowest 
since  the  mid-thirties.  The  share 
averaged  37  cents  in  the  third 
quarter  and  may  average  about 
37  cents  for  all  of  1963. 

The  total  bill  for  processing 
and  distributing  farm  food  prod- 
ucts sold  to  civilians  has  climbed 
steadily  since  1950.  (Fig.  17) 
Increases  reflect  rising  costs  of 
labor,  transportation,  equipment 
and  other  goods  and  services,  a 
growing  volume  of  products 
handled  and  increased  processing 
and  distributing  services  per  unit 
of  product.  The  7 per  cent  rise  in 
the  marketing  bill  from  1962  to 
1963  was  the  largest  annual  in- 
crease in  several  years. 

U.S.  farmers’  receipts  from 
food  products  sold  to  civilians 
(the  farm  value)  was  21  per  cent 
higher  in  1963  than  in  1950.  All 
of  the  increases  resulted  from  ex- 
pansion in  volume  of  products 
handled;  average  prices  received 
by  farmers  for  products  were 
lower  in  1963  than  in  1950. 

Average  hourly  earnings  of 
workers  in  food  marketing  enter- 
prises climbed  steadily  from  1950 
to  1962.  (Fig.  18)  Prices  of  inter- 
mediate goods  and  services  aver- 
aged about  a third  higher  in  1962 
than  in  earlier  years,  but  have 
been  stable  recently. 

Prices  of  producers’  durable 
goods  (which  affect  depreciation 
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MACHINERY,  WAGES,  LAND  COST  MORE  IN  ’63 
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charges)  have  been  stable  since 
1959  after  increasing  36  per  cent 
earlier.  Rail  freight  rates  for 
farm  foods  have  declined  slightly. 

Gains  in  output  per  man-hour 
moderated  the  rise  in  labor  costs. 
While  average  hourly  earnings 
climbed  68  per  cent  between  1950 
and  1962,  unit  labor  costs  went 
up  25  per  cent.  (Fig.  19) 

The  cost  of  other  inputs  per 
unit  of  product  has  leveled  off  in 
recent  years.  Corporate  profits 
fluctuated  throughout  the  1950-62 
period  but  on  a per  unit  basis 
(after  taxes)  they  averaged  a 
little  higher  in  the  early  1960s 
than  in  the  early  1950s. 

OUTPUT  AND  FARM 
ORGANIZATION 

Crop  and  livestock  output  are 
at  record  levels;  they  set  farm 
production  in  1963  at  a new  peak 
— 27  per  cent  above  1950  and  2 
per  cent  higher  than  last  year. 

Prices  of  most  farm  produc- 
tion inputs  have  risen  and  with 
the  substantial  increase  in  farm 
output  since  1950,  total  farm  pro- 
duction expenses  went  up  about 
45  per  cent.  (Fig.  20)  From  1962 
to  1963,  expenses  rose  about  $600 
million.  A similar  increase  is  ex- 
pected for  1964. 

Two  of  the  major  inputs — land 
and  labor — have  had  large  price 
advances — 91  and  60  per  cent, 
respectively.  However,  farmers 
have  been  substituting  nonfarm 
inputs  such  as  fertilizer  and  ma- 
chinery for  land  and  labor.  The 
80  per  cent  increase  in  the  use  of 
fertilizer  was  the  main  factor 
enabling  larger  crop  production 
on  fewer  acres.  (Fig.  21) 

Greater  yields  per  acre  and  in- 
creased output  per  head  together 
have  helped  reduce  the  amount  of 
labor  used  in  farming  by  more 
than  40  per  cent.  Continued  sub- 
stitution of  more  productive  in- 
puts for  those  of  low  or  marginal 
return  can  enable  farmers  to  pro- 
duce the  additional  output  re- 
quired in  1964  with  little  or  no 
increase  in  total  inputs. 
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FARMERS’  ASSETS,  EQUITY  CONTINUE  TO  RISE 
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Prospects  for  American  Agriculture  Within  Five  Years 


The  value  of  farm  assets  has 
continued  upward  in  1963  and  will 
reach  a record  high  of  about  $226 
billion  by  January  1,  1964 — nearly 
$10  billion  more  than  in  1963. 
(Fig.  22)  Farm  debts  also  have 
risen  sharply  but  less  than  farm 
assets.  Thus,  farm  equities  are 
expected  by  January  1 to  show  an 
increase  for  1963  of  about  $7  bil- 
lion. As  in  recent  years,  most  of 
the  gain  in  assets  and  equities  in 
1963  will  result  from  the  rise  in 
farm  real  estate  values.  Physical 
farm  assets  other  than  real  estate 
will  be  up  nearly  $1  billion  this 
year ; farm  financial  assets  will  be 
about  $500  million  higher. 

Production  assets  per  farm- 
worker nearly  tripled  between 
1950  and  1963  when  they  totaled 
more  than  $51,000.  The  continued 
increase  in  the  average  size  of 
farms — from  213  to  314  acres — 
plus  a higher  value  per  acre  ac- 
counted for  most  of  the  increase. 

With  approximately  two  work- 
ers per  farm  this  year,  the  aver- 
age value  of  production  assets  per 
worker  rose  to  $25,390,  also  nearly 
triple  the  1950  figure. 
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American  agriculture  during 
the  next  five  years  will  continue 
to  be  beset  with  price  and  income 
problems  springing  from  an  out- 
put potential  in  excess  of  normal 
markets. 

Assuming  a continuation  of 
present  programs,  feed  grain 
stocks  would  be  reduced  by  1968. 
But  a further  build-up  in  the  al- 
ready generous  stocks  of  cotton 
is  likely.  Milk  output  probably 
will  continue  in  surplus  also. 

With  slightly  lower  average 
prices  and  a 13  per  cent  increase 
in  farm  output,  cash  receipts  like- 
ly will  rise  about  a tenth  from 
1962  to  1968.  Production  expenses 
also  will  continue  to  climb  and  re- 
sult in  a decline  in  projected  net 
incomes  of  farm  operators  around 

9 per  cent  below  1962. 

However,  the  decline  in  the 

number  of  farms  is  expected  to 
continue,  possibly  to  around  three 
million  units  by  1968.  Accord- 
ingly, projected  net  farm  income 
per  unit  would  rise  by  more  than 

10  per  cent  from  1962. 

Consumer  demand  for  food  and 

other  farm  products  will  expand, 
possibly  by  around  11  per  cent, 
from  1962  to  1968.  (Fig.  23)  With 
slightly  lower  farm  prices,  retail 


food  prices  will  likely  continue  to 
rise  slowly.  Accordingly,  consum-  i 
ers  will  spend  more  for  food  but  I 
the  total  will  be  a smaller  share  of  f 
their  income. 

Consumers  will  continue  to 
modify  their  diets  and  are  ex- ; 
pected  to  purchase  more  process- 
ing, packaging  and  other  serv- 
ices with  their  food.  Although 
little  change  is  expected  in  per 
capita  food  consumption,  rising 
incomes  and  trends  in  consumer 
preference  will  substantially  alter 
the  diet.  However,  pounds  of 
food  consumed  per  person  may 
continue  to  decline  slightly  with 
little  change  in  per  capita  intake 
of  calories  and  possibly  some 
nutritional  upgrading  of  the  diet. 

Nonfood  uses  of  farm  products 
other  than  for  feed  probably  will 
increase  less  than  the  population. 
Use  per  person  of  cotton  is  pro- 
jected to  decline  under  current  , 
programs,  but  probably  less  rapid- 
ly than  during  the  past  decade. 

Combined  per  capita  consump- 
tion of  livestock  products  is  pro- 
jected to  increase  very  little — | 
possibly  less  than  1.5  per  cent. 
(Fig.  2U)  However,  a further 
sizeable  increase  in  the  demand 
for  beef  and  poultry  is  in  pros- 
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pect.  Part  of  this  gain  likely  will 
be  offset  by  small  declines  in  per 
capita  consumption  of  pork,  veal, 
lamb  and  mutton.  The  down- 
trend in  consumption  per  person 
of  eggs  and  dairy  products  likely 
will  continue,  though  probably  at 
a slower  rate. 

Combined  per  capita  food  use 
of  crops  is  expected  to  change 
little,  if  any,  in  the  next  five  years. 
However,  some  shifts  in  consump- 
tion are  expected — away  from 
fresh  use  of  fruits  and  vegetables 
and  toward  increased  consump- 
tion of  frozen,  canned  and  other 
processed  convenience  foods.  The 
downtrend  in  per  capita  consump- 
tion of  wheat  is  projected  to  con- 
tinue into  1968. 

Part  of  the  increase  in  domestic 
demand  will  be  supplied  by  mod- 
erate increases  in  coffee  and  other 
foods  not  grown  in  the  U.S.  and  by 
expanding  imports  of  processed 
meats.  At  the  same  time,  foreign 
markets  will  take  around  15  to  16 
per  cent  of  U.S.  farm  output.  In 
addition  to  an  expansion  in  com- 
mercial exports  of  farm  products, 
current  program  assumptions  in- 
clude an  active  Food  for  Peace 
program  with  continued  large 
shipments  under  P.L.  480  and 
other  programs. 

Exports  of  farm  products  are 
projected  for  1968  at  a level 
nearly  one-fifth  above  1962.  (Fig. 
25)  Shipments  likely  will  include 
more  than  half  the  U.S.  output  of 
food  grains ; around  a third  of  the 
cotton,  soybeans  and  vegetable 
oils;  and  substantial  amounts  of 
feed  grains  and  tobacco. 

Under  conditions  assumed  for 
1968,  total  farm  output  is  pro- 
jected to  increase  about  18  per 
cent  from  1962.  This  compares 
with  a gain  of  11  per  cent  from 
1956  to  1962. 

Output  of  livestock  products 
likely  will  increase  12  per  cent 
from  1962  to  1968,  compared  with 
a gain  of  8 per  cent  in  1956-62. 
As  would  be  expected  from 
changes  in  demand,  the  largest 
increases  are  indicated  for  meat 
animals,  particularly  beef,  and 
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for  broilers.  Similarly,  the  slower 
rise  in  output  for  hogs  and  the 
relatively  small  increases  for 
dairy  products  and  eggs  reflect 
prospective  moderate  gains  in  de- 
mand. (Fig.  26) 

Crop  output  is  projected  to  rise 
by  13  per  cent  from  1962  to  1968. 
By  comparison,  crop  output  in- 
creased by  about  14  per  cent  from 
1956  to  1962.  The  largest  output 
gains  are  projected  for  oil  crops, 
wheat,  feed  grains  and  some  of 
the  minor  crops. 

The  rapid  rise  in  productive 
efficiency  of  agriculture  is  ex- 
pected to  continue.  (Fig.  27)  With 
moderate  gains  in  production  and 
further  technological  develop- 
ments, the  use  of  labor  in  agricul- 
ture will  continue  to  decline,  pos- 
sibly by  as  much  as  12  to  15  per 
cent  within  the  next  five  years. 

Resource  inputs  other  than 
labor  and  land  are  projected  to 
rise  around  12  per  cent  from 
1962.  Land  used  for  crops  also  is 
expected  to  rise. 

Under  current  programs,  acre- 
age in  the  conservation  reserve 
and  other  diversion  programs  will 
decline. 

Crop  production  per  acre  in- 
creased about  2.5  per  cent  per 
year  in  the  10  years  ending  in 
1962.  With  average  growing  con- 
ditions and  prices  around  current 
levels,  a continued  rise  in  crop 
output  per  acre  is  anticipated  for 
the  next  several  years. 

The  projected  utilization-supply 
balance  for  agriculture  points  to 
a small  overall  liquidation  in 
carryover  stocks.  (Fig.  28)  Grain 
stocks,  particularly  feed  grains, 
have  been  reduced  substantially 
in  the  past  three  years  and  a 
further  reduction  is  projected. 
But,  a further  rise  is  indicated 
for  cotton  stocks.  Increased  feed- 
ing of  wheat  and  larger  exports 
would  result  in  a further  reduc- 
tion in  carryover,  but  not  to 
desired  “normal”  levels.  Big  in- 
creases in  exports  to  the  com- 
munist bloc  may  cut  wheat  stocks 
and  change  the  demand-supply 
balance. 
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MORE  MONEY  FOR  MARKETING 


The  marketing  outlook  for  1964 
and  projections  to  1968  are  for 
more  of  the  same — more  services 
performed  by  the  food  trades,  a 
bigger  increase  in  workers  and 
total  resources  in  processing  and 
distribution  compared  with  the 
farm,  and  more  of  the  food  dollar 
going  to  the  marketing  system, 
less  to  the  farmer. 

In  1962,  consumers  paid  about 
$64  billion  for  domestic  farm  food 
products.  About  $21  billion  went 
to  farmers,  $43  billion  to  the 
marketing  system.  By  1968,  con- 
sumer expenditures  are  likely  to 
increase  by  $10  to  $12  billion.  All 
but  about  $2  to  $3  billion  will  go 
for  added  marketing  services. 

Even  so,  the  consumer  can  ex- 
pect to  spend  less  of  his  pay 
check  on  food,  because  of  higher 
incomes,  increased  efficiency  on 
farms  and  an  improved  market- 
ing system. 

First  thanks  for  bargain  sup- 
plies of  food  go  to  the  farmer. 
With  better  machines,  pesticides 
and  the  rest  of  the  advanced  tech- 
niques at  his  disposal  today,  one 
farmworker  now  produces  enough 
food  and  fiber  for  29  persons.  As 
recently  as  1950,  the  number  of 
persons  supplied  was  only  15. 

The  marketing  man  has  also 


managed  to  step  up  his  efficiency, 
though  less  dramatically  than  the 
farmer. 

In  1962,  for  example,  the  vol- 
ume of  food  moved  through  the 
marketing  system  was  32  per  cent 
higher  than  in  1950.  But  during 
the  same  period,  the  number  of 
workers  in  marketing  firms  in- 
creased by  only  11  per  cent. 

The  emphasis  in  the  next  few 
years  will  continue  to  be  on  serv- 
ices for  the  consumer.  The  larger 
population  alone  will  add  to  the 
job  of  the  marketing  system,  just 
as  it  has  in  the  past  two  decades. 
Other  trends  that  will  shape  mar- 
keting in  the  future  are : 

— the  continuing  decline  in  the 
farm  population,  the  rising  per- 
centage of  city  people ; 

— greater  specialization  and 
higher  incomes  on  the  farm,  with 
families  raising  less  of  their  own 
food,  buying  more  of  it  from  the 
store ; 

— more  people  buying  their 
meals  in  restaurants  and  other 
eating  places. 

The  first  two  points  will  have 
less  and  less  effect  on  food  pro- 
duction and  marketing  as  the 
years  go  by  for  the  simple  reason 
that  the  farm  population  can’t 
continue  to  drop  indefinitely. 


The  most  important  cause  of 
the  rise  in  services  required  per 
person  is  the  continuing  trend  to 
eating  out.  With  incomes  on  the 
upswing  and  more  wives  working, 
more  of  our  food  money  will  be 
spent  at  lunch  counters,  restau- 
rants, cafeterias  and  such. 

There  will  also  be  more  con- 
venience foods  in  the  grocery 
cart,  but  there  is  little  evidence  to 
date  that  the  foods  with  built-in 
maid  service  actually  raise  the 
marketing  bill  per  person. 

The  projections  for  1968,  under 
current  farm  programs,  suggest 
little  change  in  overall  prices  to 
agriculture.  With  relatively  stable 
prices  for  farm  products  and  ris- 
ing real  income,  the  gap  between 
farm  and  retail  prices  of  food 
may  continue  to  widen,  with  serv- 
ices, as  opposed  to  production  or 
processing,  causing  the  greatest 
pressure. 

Even  so,  expenditures  won’t 
climb  as  fast  as  incomes,  so  the 
proportion  of  income  going  for 
food  should  continue  to  decline. 

We  now  spend  about  19  per  cent 
of  our  incomes  for  food,  compared 
with  a postwar  high  of  27  per 
cent. 

In  1963,  the  farmer’s  return 
from  a market  basket  of  farm 
foods  was  13  per  cent  below  the 
1947-49  average,  while  the  spread 
between  farm  and  retail  prices 
increased  44  per  cent. 

Though  the  marketing  system 
isn’t  under  the  same  pressure  as 
the  farmer,  it  is  still  competitive 
enough  to  force  economies  on  the 
trade  for  awhile. 

So  far,  the  larger  size  and  con- 
centration of  buying  units  has 
kept  profit  margins  down;  effi- 
ciency has  been  on  the  rise.  How 
lone-  this  will  last  is  unknown. 

The  entrance  of  discount  food 
stores  is  one  development  that 
will  keep  wholesalers  and  retailers 
on  the  alert.  But  an  excess  of  new 
stores  with  attendant  inefficien- 
cies would  push  down  prices  to 
farmers,  lower  capital  values  in 
retailing,  or  possibly  increase 
prices  to  the  consumer.  (29) 
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Supermarket  Demand  for  Quality  Meat  and  Steady  Supply 
Is  Uniting  Livestock  Feeding  and  Marketing  Functions 


A Colorado  cattle  feeder,  within 
sight  of  his  feedlot,  builds  a pack- 
ing plant  with  an  annual  capacity 
of  135,000  to  150,000  head.  About 
two-thirds  can  come  from  his  own 
lot. 

A large  feeding  firm  combines 
with  a packing  company  and  a 
meat  wholesaler  to  form  a single 
firm. 

Most  of  the  16,000  head  of  cat- 
tle on  feed  in  a California  feedlot 
are  owned  by  or  are  under  con- 
tract to  several  packers. 

Are  these  isolated,  unrelated 
events?  Or  are  they  part  of  an 
emerging  pattern  in  the  beef 
industry? 

Chances  are  the  latter  is  the 
case,  judging  from  recent  devel- 
opments in  this  rapidly  evolving 
business.  Most  of  these  trends 
point  in  the  direction  of  increas- 
ing consolidation. 

The  initial  impetus  appears  to 
have  come  from  the  rapid  trend 
toward  concentration  in  the  na- 
tion’s retail  grocery  trade.  More 
and  more,  the  supermarkets, 
whether  owned  or  managed  by 
corporations,  cooperatives  or  in- 
dividuals, seem  to  be  dominating 
the  food  retailing  business. 

In  1947,  when  national  grocery 
sales  totaled  $23.1  billion,  these 
supermarkets  handled  66  per  cent 
of  the  business.  In  1962,  the  fig- 
ure rose  to  90  per  cent,  and  total 
sales  reached  $56.2  billion.  In  that 
year,  10  chains  handled  27  per 
cent  of  all  sales. 

Mass  distribution  of  meat  and 
a more  specialized  demand  (crea- 
ted in  part  by  the  retailers  them- 
selves) have  put  new  pressures  on 
all  other  segments  of  the  beef 
industry. 

The  larger  retail  grocery 
groups  stress  uniformity  in  grade 
and  size,  and  less  fat.  They  also 
want  a fairly  steady  supply  from 
week  to  week  through  the  year. 

These  demands  are  forcing  cat- 


tle feeders  to  concentrate  more  on 
product  control  than  ever  before. 
The  beef  desired  by  retailers 
comes  from  cattle  fed  out  at 
lighter  weights.  As  a result  feed- 
ers are  buying  younger,  lighter- 
weight  cattle.  Also,  many  feeders 
are  going  in  for  year-round  op- 
erations rather  than  “one  shot 
per  year.” 

The  impact  of  these  changes  is 
most  clearly  seen  in  the  West 
where  the  large  feedlot  operation 
has  become  most  common.  Nine 
hundred  of  these  feedlots  had  65 
per  cent  of  all  cattle  on  feed  in  the 
11  Western  states  last  January  1, 
and  18  per  cent  of  the  U.S.  total. 

Large  feeding  operations  also 
are  coming  into  the  Corn  Belt. 
While  concentration  of  feeding  is 
not  likely  to  develop  in  the  Corn 
Belt  as  rapidly  as  in  the  West,  the 
evidence  indicates  a higher  degree 
of  concentration  in  size  and  own- 
ership in  the  future. 

Another  significant  change  is 
an  increase  in  the  number  of  cat- 
tle and  calves  fed  by  or  for  meat 
packers — from  4.7  per  cent  of  na- 
tional commercial  slaughter  in 
1957  to  6.4  per  cent  in  1961. 
Limited  numbers  of  cattle  also  are 
being  fed  by  or  for  chain  stores. 
In  addition  to  the  animals  actually 
owned,  packers  and  chains  also 
contract  ahead  for  cattle. 

The  concentration  of  cattle  in 
large  feedlots  is  helping  to  change 
traditional  marketing  methods. 
Only  about  a third  of  the  fed  cat- 
tle are  now  sold  through  terminal 
markets.  Direct  purchases  by 
packers  and  marketing  through 
auction  are  increasing. 

These  developments  seem  likely 
in  the  future : 

— Product  controls  must  be- 
come more  stringent  in  each  part 
of  the  industry — production,  feed- 
ing, packing  and  retailing.  As  the 
product  moves  through  the  mar- 
keting system,  evidence  that  it 


meets  the  specifications  on  which 
it  is  sold  will  become  more  impor- 
tant. 

— Basing  price  system  now  in 
use  may  become  obsolete.  The  de- 
cline in  the  number  of  fed  cattle 
moving  through  terminal  markets 
will  make  quotations  from  these 
markets  less  useful  in  making  de- 
cisions in  marketing. 

— As  larger  proportions  of  the 
fed  cattle  are  handled  by  larger 
groups — either  actual  combina- 
tions of  firms  or  voluntary  asso- 
ciations— those  outside  will  have 
less  representative  information 
on  which  to  base  marketing 
decisions.  (18) 

Big  Feed  Firms  Offer  Low  Prices; 
Local  Dealer’s  Reply  Is  Grain  Bank 

Like  the  general  store  and  the 
blacksmith  shop,  the  small-town 
feedstore  is  having  a hard  time 
staying  on  the  rural  scene.  As 
large  scale,  highly  specialized 
livestock  and  poultry  operations 
become  common,  more  farmers 
are  buying  their  mixed  feeds  in 
bulk  and  directly  from  the  manu- 
facturer. As  a result,  the  feed- 
store  dealers  face  stiff  competi- 
tion to  get  customers. 

The  feed  manufacturers  are  in 
a position  to  provide  plenty  of 
competition,  too.  To  begin  with, 
direct  sales  in  bulk  frequently 
give  them  a price  advantage  over 
the  dealers.  Many  companies  are 
selling  nearly  all  of  their  feed  ton- 
nage in  bulk  at  present. 

About  40  per  cent  of  the  larger 
feed  mixing  firms  are  using  full- 
time salesmen  to  make  calls  right 
on  the  farms.  The  salesmen  are 
trained  to  operate  as  public  rela- 
tions men,  selling  the  company 
right  along  with  the  feed.  To  top 
off  the  sale,  company  representa- 
tives are  prepared  to  arrange 
credit  for  the  farmer  and  help 
him  with  any  problems  he  may 
have  in  feeding  and  caring  for  his 
livestock  or  poultry. 

To  hold  onto  their  dwindling 
market,  some  local  feed  dealers 
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are  establishing  grain  banks  for 
farmers.  The  farmer’s  storage 
costs  for  banking  his  grain  are 
nominal.  By  establishing  a grain 
bank  the  local  mill  operator  also 
has  a chance  to  advise  the  farmer 
on  his  feeding  operations  when  he 
picks  up  the  feed.  And  with  the 
grain  banks  the  feed  dealers  can 
plan  their  production  schedules  in 
advance,  which  gives  them  a 
chance  to  cut  down  on  the  cost  of 
mixing  the  feed. 

Thus,  there  is  still  plenty  of 
opportunity  for  the  responsible 
feed  dealer  who  is  service-minded 
and  cost  conscious  and  keeps  close 
tabs  on  his  cost  sheets.  (19) 

Railroads  Are  Lowering  Grain  Rates 
Where  Truck-Barge  Lines  Compete 

Like  Casey  Jones  or  the  Old  97, 
moving  grain  to  market  used  to 
be  part  and  parcel  of  railroading. 
With  recent  rate  reductions,  the 
railroads  seem  to  be  out  to  re- 
capture history. 

For  nearly  a century,  grain 
rode  the  rails  out  of  the  Plains 
states  to  terminal  points  all  over 
the  country,  usually  stopping 
along  the  way  for  storage,  milling 
and  other  processing  at  no  extra 
cost  for  transportation.  Shippers 
liked  these  transit  privileges.  But 
more  to  the  point,  there  wasn’t 
any  other  reliable  way  to  ship. 

After  the  war,  shippers  turned 
more  and  more  to  truck  and  barge 
transportation,  singly  or  in  com- 
bination. There  were  several  rea- 
sons. Faced  with  the  slow  and 
costly  job  of  modernizing,  rail- 
roads continued  to  use  older, 
poorly  maintained  boxcars,  serv- 
ice fell  off  and  grain  losses  in 
transit  mounted.  Then  too,  trucks 
could  deliver  to  any  terminal 
point  on  our  growing  network  of 
highways,  usually  faster  than  rail 
cars  could  be  routed  through  a 
series  of  freight  yards. 

But  rates  were  the  big  factor. 
Rail  rates  for  grain  nearly  dou- 
bled from  1946  to  1958.  With  low- 
er overhead  costs,  both  trucks  and 


barges  could  charge  less  than  the 
railroads  and  still  make  a reason- 
able profit. 

Moreover,  truckers  and  barge 
lines,  unlike  the  railroads,  are  not 
bound  by  fixed  rates  subj  ect  to  the 
approval  of  the  Interstate  Com- 
merce Commission.  Under  special 
exemptions  in  the  Interstate  Com- 
merce Act,  trucks  can  haul  raw 
agricultural  commodities  for  ne- 
gotiated fees,  and  barges  can  do 
the  same  for  bulk  commodities. 
Grain  is  under  both  exemptions. 

Of  8,500  country  grain  eleva- 
tors surveyed  in  1958  in  the 
North  Central  states,  5,100 
shipped  by  rail  and  truck  and  844 
shipped  by  truck  only. 

Many  shippers  have  grain 
trucked  to  the  Mississippi  River 
and  Great  Lakes  ports,  for  exam- 
ple, and  send  it  on  by  barge. 

Rail  rates  tend  to  be  lower 
where  water  transportation 
serves  the  same  two  points,  high- 
er where  there  is  no  water  com- 
petition. For  instance,  Minneap- 
olis and  Limon,  Colorado,  are 
about  the  same  distance  from 
New  Orleans  and  estimated  rail- 
road costs  are  about  the  same.  Yet 
the  lowest  proportional  rail  grain 
rate  from  Minneapolis,  which  can 
ship  by  barge  down  the  Missis- 
sippi, is  40  per  cent  less  than  the 
rail  rate  from  landlocked  Limon. 

Railroads  began  to  reduce  some 
grain  rates  on  a point-to-point 
basis  in  the  late  1950s.  These  low- 
er rates  called  for  higher  carload 
minimums,  reduced  or  eliminated 
transit  privileges  and  were  good 
only  from  one  origin  to  one  des- 
tination. In  1958  reduced  rates 
with  limited  transit  privileges 
were  introduced  throughout  the 
Pacific  Northwest  but  were  slight- 
ly more  favorable  in  areas  along 
the  Columbia  River  where  barges 
are  available. 

Railroads  used  the  same  pat- 
tern in  reducing  rates  in  the 
North  Central  states.  Rates  were 
lowered  first  between  selected 
points  where  truck  and  barge 
competition  was  greatest.  In  fact, 
the  country  grain  elevator  opera- 


tors surveyed  in  1958  often  com- 
plained about  the  discrimination 
of  these  point-to-point  reductions. 

In  1959  the  railroads  cut  rates 
on  coarse  grains  moving  from 
North  and  South  Dakota  to  termi- 
nal markets.  The  next  year  they 
did  the  same  for  grain  going  from 
parts  of  the  Dakotas  to  Minneap- 
olis and  Duluth-Superior.  And  the 
trend  continues  as  railroads  try 
to  meet  the  service  and  rate  com- 
petition of  truck  and  barge  lines 
moving  grain  interstate  as  well  as 
that  of  the  St.  Lawrence  Seaway 
which  makes  it  possible  to  ship 
directly  from  mid-America  to 
overseas  markets.  (20) 

Survey  Shows  Restaurants  Use  Milk 
As  Service,  Not  as  Sales  Booster 

Milk  gets  less  attention  than 
other  beverages  in  the  world  of 
restaurants  and  other  eating 
places. 

Unlike  coffee,  which  is  consid- 
ered a prime  builder  of  sales, 
many  managers  think  of  milk 
chiefly  as  a service  to  the  custom- 
er. A good  many  managers  feel 
this  way  about  all  beverages.  But 
the  feeling  is  more  pronounced 
for  milk. 

This  opinion  of  milk  was  re- 
vealed in  a recent  survey  of  eat- 
ing places  in  Hartford,  Conn.,  and 
Indianapolis,  Ind.  The  study  was 
made  to  provide  the  dairy  trade 
with  information  to  strengthen 
the  demand  for  its  product.  The 
survey  included  restaurants,  cafe- 
terias, lunch  counters  and  drive- 
ins. 

All  of  which  suggests  that  the 
dairy  industry  could  make  the  vir- 
tues of  its  product  better  known. 

One  of  the  virtues  to  extoll  is 
the  margin  for  milk : it  stands  the 
test  of  competition  with  most 
other  beverages  served  and,  more 
important,  the  margin  is  far  bet- 
ter than  most  of  the  managers 
believe. 

For  instance,  the  margin  for 
milk  sold  in  all  eating  places  in 
Hartford  was  7.8  cents  per  serv- 
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ing  in  the  fall  of  1961 ; the  margin 
for  soft  drinks  was  8.8  cents 
while  that  for  coffee  was  about 
the  same  as  milk. 

But  when  the  managers  were 
asked  what  they  thought  the  mar- 
gin was  for  milk  sales,  they  came 
up  with  an  average  of  only  5.8 
cents. 

Another  finding  in  the  survey 
was  that  milk  is  apt  to  be  missing 
from  the  menus,  a fact  which  re- 
duces the  sales  potential  drastical- 
ly. Twenty-four  per  cent  of  the 
restaurants  surveyed  in  Hartford 
didn’t  list  milk. 

Milk  gets  practically  no  boost 
from  waitresses,  either.  Though 
it  was  common  practice  for  a 
waitress  to  recommend  various 
foods  to  the  customer,  they  al- 
most never  suggested  milk. 

On  the  other  hand,  restaurant 
workers  don’t  feel  that  it  is  espe- 
cially difficult  to  serve  milk.  In 
Hartford,  in  fact,  milk  was  rated 
as  the  easiest  to  serve  of  all 
beverages. 

As  an  indication  of  what  might 
be  done  to  push  sales  of  milk  in 
resturants,  cafeterias  and  so 
forth,  about  half  of  the  managers 
surveyed  said  they  would  welcome 
recipe  and  menu  suggestions  from 
the  trade. 

Display  material  could  also 
help  to  increase  sales  for  milk, 
but  here  the  trade  would  face  stiff 
competition.  From  one-third  to 
two-thirds  of  the  promotional 
material  distributed  to  the  restau- 
rants came  from  beverage  sup- 
pliers. 

The  other  major  dairy  products 
have  their  troubles,  too. 

Butter,  for  instance,  took  sec- 
ond place  in  total  servings  to  mar- 
garine in  Indianapolis.  In  Hart- 
ford, the  reverse  was  true.  The 
Indianapolis  eating  places  further 
discouraged  the  sales  of  butter  by 
charging  for  extra  servings. 

Even  ice  cream  meets  with  less 
than  100  per  cent  support.  Only 
two-thirds  of  the  eating  places  in 
both  cities  sold  ice  cream.  When 
it  was  sold  it  was  not  always  on 
the  menu.  (21) 


Marketing  Groups  Need  Time,  Money 
And  Farmer’s  Support  to  Aid  Sales 

Two  heads  are  better  than  one. 
Fifty  may  be  better  still. 

The  old  axiom  is  truer  than 
ever  today. 

Nowadays  the  farmer  is  apt  to 
be  his  own  broker — and  promoter 
— of  agricultural  products,  a job 
that  is  both  too  specialized  and 
too  costly  for  the  average  farm 
operator  to  handle  alone. 

One  answer  is  for  farm  pro- 
ducers to  pool  their  resources  in 
agricultural  marketing  groups. 
The  group  can  better  finance  ad- 
vertising programs  to  try  to  in- 
crease the  demand  for  its  product. 
To  some  extent  it  can  control  the 
supply  of  its  product  and  prevent 
market  gluts.  And  it  can  coordi- 
nate efforts  to  save  money 
through  production  and  market- 
ing efficiencies. 

Marketing  groups  should  keep 
four  points  in  mind : 

REVIVING  TEXAS  GRAPEFRUIT 

Competition,  that’s  what  Texas 
grapefruit  growers  lost  out  on 
after  the  disastrous  freeze  in  Jan- 
uary 1962.  It’s  what  growers  in 
Florida’s  Indian  River  area  pro- 
vide plenty  of.  And  it’s  what 
growers  in  Florida’s  interior 
grapefruit  area  will  be  worrying 
about  when  the  Texans  get  back 
in  the  game. 

That’s  the  concensus  of  163 
terminal-market  buyers  surveyed 
recently  in  eight  mid-continent 
urban  areas,  where  grapefruit 
from  the  three  regions  often  com- 
pete for  retail  shelf  space. 

Most  of  the  buyers  believed  the 
sales  volume  of  Florida  grape- 
fruit— especially  that  from  the  in- 
terior area — would  drop  when 
Texas  again  becomes  a major  pro- 
ducer. Many  thought  the  quality 
of  Indian  River  grapefruit  higher 
than  interior  or  Texas  fruit.  But 
they  thought  that  low  freight 
rates  for  Texas  fruit  would  en- 


— Keep  your  program  workable. 
Money  spent  on  advertising  may 
be  wasted  unless  there  is  enough  j 
left  to  finance  an  adequate  mer- 
chandising program.  Don’t  plan  a j 
program  that’s  too  broad  in  scope 
for  the  group  to  carry  out  effec-  j 
tively. 

— Get  able  management.  Pro-  ' 
motional  programs  call  for  a thou- 
sand and  one  details  in  all  stages  ! 
— planning,  coordinating,  educa- 
tion and  evaluation.  A good  man- 
ager can  make  the  difference  be- 
tween a so-so  program  and  a suc- 
cessful one. 

— Have  enough  members.  They 
provide  the  money  and  moral  sup- 
port. Include  large  producers  as 
well  as  small  so  that  the  group  can 
control  enough  production  volume 
to  have  an  adequate  voice  in  set- 
ting prices. 

— Keep  members  informed  of 
goals  and  gains.  Group  action 
takes  time.  Membership  loyalty 
seems  to  need  constant  re-educa- 
tion. (22) 

MAY  SQUEEZE  FLQRIDA  SALES 

able  the  product  to  compete  well 
with  Indian  River  fruit,  particu- 
larly west  of  the  Mississippi. 

Half  the  buyers  said  their 
grapefruit  purchases  from  the 
three  areas  during  1960-61  (be- 
fore the  1962  freeze)  were  based 
mainly  on  price.  Quality  was  most 
important  to  27  per  cent ; custom- 
er preference  was  cited  by  8 per 
cent. 

Seventy  per  cent  reported  that 
no  differences  in  profit  margins 
resulted  from  buying  grapefruit 
according  to  area  of  origin.  Near- 
ly all  buyers  thought  shipments 
during  the  fall  months  were  in- 
ferior to  those  in  the  winter  and 
spring.  Furthermore,  most  be- 
lieved the  quality  of  fruit  shipped 
in  the  fall  hurt  sales  when  better 
fruit  was  available. 

Twenty  per  cent  thought  pro- 
ducer-sponsored advertising  had 
little  or  no  effect  on  grapefruit 
sales.  (23) 
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$6  BILLION  EXPORTS  LIKELY 


The  U.S.  record  for  farm  prod- 
ucts exported  in  any  one  year — 
$5.1  billion  in  fiscal  1962 — will 
probably  be  topped  this  year  by 
an  amount  approaching  $1  billion. 

The  outlook  for  fiscal  1964,  end- 
ing next  June  30,  is  for  farm  ex- 
ports to  approximate  $6  billion; 
they  totaled  $5  billion  in  fiscal 
1963. 

Commercial  sales  for  dollars  in 
fiscal  1964  should  reach  $4.2  bil- 
lion and  account  for  nearly  all  of 
the  increase  in  total  agricultural 
exports.  Shipments  under  gov- 
ernment aid  programs  are  esti- 
mated at  $1.6  billion. 

A large  part  of  the  $1  billion 
increase  in  farm  exports  will  be 
due  to  the  biggest  wheat  exports 
in  our  history.  Wheat  shipments 
will  run  about  1 billion  bushels  if 
anticipated  sales  to  the  Soviet 
bloc  go  through. 

Wheat  and  flour  sales  to  the 
Soviet  Union  and  other  East 
European  countries  were  author- 
ized by  the  President  last  month. 
Among  the  conditions : 

— Sales  are  to  be  at  prevailing 
world  prices. 

— Payment  is  to  be  made  in 
U.S.  dollars  or  gold. 

— Terms  of  sale  will  be  cash  or 
normal  commercial  credit. 


Even  without  Soviet  sales, 
however,  our  wheat  exports 
should  total  about  800  million 
bushels,  a new  record.  The  pre- 
vious record  was  set  in  fiscal  1962 
when  718  million  bushels  went 
overseas.  Last  year’s  exports 
came  to  638  million  bushels.  With 
a smaller  crop  this  year,  Western 
Europe  is  expected  to  buy  more 
U.S.  wheat. 

But  all  major  export  commodi- 
ties are  expected  to  share  in  the 
expansion;  cotton,  soybeans  and 
vegetable  oils  should  top  the  list 
along  with  wheat. 

These  factors  point  to  a record 
export  year : 

— Strong  economic  activity 
abroad,  particularly  in  Western 
Europe. 

— Alltime  high  gold  and  dollar 
holdings  in  most  countries  that 
buy  U.S.  commodities  for  dollars. 

— Continuing  U.S.  sales  for 
foreign  currencies  to  countries 
short  of  gold  and  dollars. 

— Lower  textile  stocks  in  West- 
ern Europe  and  Japan  leading  to 
increased  demand  for  raw  cotton 
imports. 

— Poor  grain  crops,  especially 
in  the  Soviet  bloc  countries  and 
low  quality  grain  harvest  in 
Western  Europe. 


— Continuing  U.S.  export  pay- 
ments that  enable  our  farm  prod- 
ucts to  move  into  the  world  mar- 
ket at  competitive  prices. 

cotton.  Exports  of  5 million 
bales — up  1.4  million  from  fiscal 
1963 — are  in  prospect. 

Back  of  the  increase  is  an  ex- 
pected upturn  in  mill  consumption 
in  importing  countries,  reduced 
stocks  in  both  buying  and  selling 
nations  and  smaller  crops  in  ex- 
porting countries  other  than  the 
U.S.  Important  too  is  the  CCC  ex- 
port sales  program  that  enables 
U.S.  cotton  to  compete  in  price 
with  similar  foreign  cotton. 

OILSEEDS  AND  PRODUCTS.  New 
records  are  in  sight.  Exports  of 
edible  vegetable  oils  are  expected 
to  top  last  year’s  1,600  million 
pounds  by  200  million.  Because 
the  supply  of  U.S.  soybeans  is 
limited,  exports  will  not  be  much 
above  the  record  171  million 
bushels  exported  in  fiscal  1963. 
However,  soybean  meal  will  likely 
advance  to  a new  record  due  to 
the  substantial  demand  in  West- 
ern Europe. 

animal  products.  Larger  sup- 
plies, better  quality  and  lower 
prices  will  help  our  exports  of 
variety  meats  to  compete  more 
favorably  with  those  of  other  sur- 
plus producers  and  exports  should 
reach  a new  high.  Similar  rec- 
ords are  forecast  for  U.S.  hides 
and  skins. 

DAIRY  PRODUCTS.  Larger  dona- 
tions to  emerging  nations,  made 
under  government  programs, 
should  push  exports  well  above 
the  $160  million  worth  shipped  in 
fiscal  1963. 

other  commodities.  Feed  grain 
exports  should  be  near  last  year’s 
record  of  more  than  15  million 
metric  tons.  Rice  will  be  down 
slightly.  So  will  fresh  fruits, 
processed  citrus  fruits  and  dried 
beans.  Desnite  the  continuing  de- 
cline in  the  West  German  market 
for  U.S.  poultry,  moderate  gains 
in  other  markets  will  result  in 
onlv  a slight  decline  in  our  total 
overseas  sales  of  poultry  and 
poultry  products.  ( 30) 
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Rise  and  Fall  of  U.S.  Poultry  Sales 
Prompts  Our  Bargaining  With  EEC 

What’s  behind  U.S.  concern 
over  the  sharp  drop  in  our  poul- 
try sales  to  West  Germany? 

At  issue  are  the  high  tariffs  im- 
posed since  August  1962  by  the 
European  Economic  Community. 
West  Germany,  of  course,  is  a 
member  of  the  trading  community 
that’s  trying  to  increase  its  own 
production  and  internal  trade  in 
farm  products  by  setting  up  com- 
mon tariffs  against  imports  from 
nonmembers. 

In  1962  West  Germany  bought 
over  half  of  all  U.S.  poultry  sold 
in  foreign  markets,  some  148  mil- 
lion pounds.  But  most  of  these 
sales  were  made  before  the  new 
tariff  system  went  into  effect  in 
August.  Our  sales  of  fresh  and 
frozen  broilers  in  January- July 
1963  fell  81  per  cent,  compared 
with  the  same  period  in  1962.  The 
decline  in  other  poultry  products 
has  been  much  the  same. 

In  effect,  the  new  tariffs  have 
just  about  priced  U.S.  poultry  out 
of  the  German  market.  In  the 
meantime,  French  and  Dutch 
sales  have  increased,  mostly  be- 
cause France  and  the  Nether- 
lands, also  members  of  the  Com- 


munity, don’t  pay  the  two  extra 
levies  the  U.S.  pays. 

The  rapid  growth  of  the  Ger- 
man market  for  U.S.  poultry  in 
the  late  1950s  can  be  traced  to 
two  developments  in  West  Ger- 
many itself  and  a third  in  the 
United  States. 

First,  West  Germany’s  dollar 
reserves  reached  the  point  where 
the  government  could  relax  the 
rigid  restrictions  on  imports  of 
many  farm  products,  including 
poultry.  In  1959,  quantitative  re- 
strictions against  all  U.S.  poultry 
except  broilers  and  fowl  were  re- 
moved. In  1961  even  these  limita- 
tions were  dropped. 

Second,  German  consumers  de- 
veloped a real  liking  for  Ameri- 
can-style  chicken.  Our  first  large 
shipments  of  fresh  and  frozen 
poultry  to  West  Germany  date 
back  to  1956.  Because  of  Bonn’s 
balance  of  payments  problems  at 
the  time,  these  shipments  were 
made  under  the  P.L.  480  program 
sponsored  by  the  U.S. 

The  U.S.  then  launched  a pro- 
motional program,  which  included 
free  samples  of  American  fried 
chicken  for  visitors  to  trade  fairs 
in  Cologne,  Munich  and  Hamburg. 
And  U.S.  sales  soared,  from  less 
than  $9  million  for  all  poultry  in 
the  last  three  and  a half  years 


Dutch  Treat 

USDA’s  Food  Exhibition  and 
Symposium  in  Amsterdam  No- 
vember 7-24  is  part  of  our  effort 
to  increase  U.S.  markets  for 
farm  products. 

Trying  to  gain  an  objective 
measure  of  the  project’s  success 
will  be  a firm  under  ERS  con- 
tract. The  research  group  will: 
— Interview  European  opinion 
leaders,  food  handlers,  consum- 
ers and  U.S.  exhibitors  before, 
during  and  after  the  affair. 

— Audit  retail  food  stores  in  the 
Amsterdam  area  to  measure  any 
change  in  the  availability  of 
U.S.  foods.  (25) 


that  imports  were  restricted  to 
over  $32  million  in  April-Decem- 
ber  1961,  the  first  nine  months 
after  restrictions  were  dropped. 

A third  factor  in  this  fast  grow- 
ing sales  picture  was  the  vast  im- 
provement in  the  efficiency  of 
poultry  production  in  the  U.S. 
Until  the  mid-1950s  the  relatively 
high  cost  of  producing  U.S.  poul- 
try required  us  to  ask  an  export 
price  that  was  not  particularly 
attractive  to  foreign  buyers. 

By  the  turn  of  the  decade  our 
prices  were  highly  competitive 
with  those  of  other  poultry  ex- 
porting countries.  (2U) 


Neivs  Pickups 

HEMISPHERE  TRADE.  First  figures  indicate 
fiscal  1963  was  the  best  year  ever  for  U.S.  farm 
exports  to  Canada  and  Latin  America.  Ship- 
ments topped  $1  billion,  representing  nearly  20 
per  cent  of  our  world  exports.  Canada  was  our 
best  customer,  fruit  and  preparations  our  best 
sellers  north  of  the  border.  Brazil  was  second, 
taking  mostly  wheat. 

COMMON  MARKET  TRADE.  In  the  first  12 
months  under  the  Market’s  variable  levy  sys- 
tem, U.S.  farm  exports  fell  10  per  cent.  Sales 
for  the  year  ending  July  30  were  just  over  $1 
billion,  compared  with  $1.2  billion  in  1961-62. 
Exports  of  commodities  subject  to  levies  were 


down  26  per  cent,  nonlevy  commodities  less  than 
1 per  cent.  Hardest  hit  were  wheat  and  flour, 
feed  grains,  eggs  and  poultry. 

BRAZIL.  Bulgaria  plans  to  build  an  onion  de- 
hydrating plant  for  the  northeastern  state  of 
Pernambuco.  Sofia  will  send  along  technicians 
to  show  farmers  how  to  improve  onion  produc- 
tion and  processing.  Total  package,  worth 
$500,000,  will  be  paid  in  exports  to  Bulgaria. 

POLAND.  No  more  price  hikes.  So  the  govern- 
ment promised  last  March  when  it  raised  prices 
on  coal,  gas  and  electricity.  The  pledge  lasted 
only  until  September,  when  a poor  crop  year 
was  given  as  the  reason  for  upping  prices  on 
many  consumer  items,  mostly  foodstuffs.  (26) 
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FINANCIAL  REPORT:  Some  countries  are  in  an  excellent 
financial  position.  Others  are  just  as  certainly  in  a poor 
position.  But  most  are  not  so  clearly  defined.  Even  though 
there  is  no  exact  mathematical  formula  for  placing  a country 
in  one  financial  category  or  another,  many  people  need  a 
general  guide.  Such  a guide  is  useful  in  assessing  a country’s 
ability  to  pay  for  imports  in  dollars,  either  cash  or  on  a de- 
ferred payment  basis.  It  also  helps  to  evaluate  the  country’s 


ability  to  handle  the  burden  of  additional  debt  servicing  or 
to  adopt  internal  monetary  policies  that  may  be  required  to 
qualify  for  foreign  assistance  programs.  ERS  periodically  up- 
dates such  a general  guide,  using  the  best  available  informa- 
tion on  each  country’s  foreign  exchange  reserves,  export- 
import  balance,  balance  of  payments  position,  external  in- 
debtedness and  similar  indicators.  (27) 
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Libya 

C 

F 

F 

P 

P 

F 

P 

Cuba 

P 

P 

P 

P 

P 

P 

F 

Malaya,  Fed.  of 

G 

G 

G 

G 

G 

G 

G 

Cyprus 

P 

P 

P 

P 

P 

_ 

_ 

Mexico 

G 

G 

G 

G 

G 

G 

G 

Guinea 

P 

P 

P 

P 

P 

P 

P 

Netherlands  Antilles 

G 

G 

G 

G 

G 

G 

G 

Haiti 

p 

p 

P 

P 

P 

P 

P 

New  Zealand  andW.  Samoa 
Nigeria 

Norway 

Portugal 

G 

G 

G 

G 

F 

G 

G 

G 

F 

G 

G 

G 

F 

G 

G 

G 

G 

G 

G 

E 

G 

G 

E 

G 

G 

E 

Iceland 

India 

Indonesia,  Rep.  of 

P 

P 

P 

P 

P 

P 

P 

P 

P 

P 

P 

P 

P 

P 

P 

P 

P 

P 

P 

P 

P 

Rhodesia  & Nyasaland, 

Jordan 

P 

P 

P 

P 

P 

P 

P 

Fed.  of 

G 

G 

G 

G 

F 

G 

G 

Korea,  Rep.  of 

P 

P 

P 

P 

P 

P 

P 

South  Africa,  Rep.  of 

G 

F 

F 

F 

F 

G 

G 

Laos 

P 

P 

P 

P 

P 

P 

P 

Sudan 

G 

G 

G 

G 

F 

F 

P 

Mali 

P 

Surinam 

G 

G 

G 

G 

G 

G 

G 

Morocco 

P 

P 

P 

P 

P 

P 

P 

Thailand 

G 

G 

G 

G 

G 

G 

G 

Nepal 

Pakistan 

P 

P 

P 

P 

P 

P 

P 

Venezuela 

G 

G 

G 

G 

G 

G 

E 

P 

P 

P 

P 

P 

P 

P 

Afghanistan 

F 

F 

F 

F 

F 

F 

F 

Paraguay 

P 

P 

P 

P 

P 

P 

P 

Algeria 

F 

F 

_ 

_ 

_ 

_ 

_ 

Rwanda 

P 

P 

— 

— 

— 

— 

— 

Burma 

F 

F 

F 

F 

F 

F 

F 

Sierra  Leone 

P 

P 

P 

P 

— 

— 

— 

China  (Taiwan) 

F 

P 

P 

P 

P 

P 

P 

Somali  Rep. 

P 

P 

P 

P 

P 

— 

— 

Costa  Rica 

F 

F 

F 

F 

F 

F 

G 

Syrian  Arab  Rep. 

P 

P 

P 

P 

P 

P 

P 

Dominican  Rep. 

F 

P 

P 

P 

F 

F 

F 

Tunisia 

P 

P 

P 

P 

P 

P 

P 

Ecuador 

F 

F 

F 

F 

G 

G 

G 

Turkey 

P 

P 

P 

P 

P 

P 

P 

Ethiopia 

Finland 

Free  Ter.  of  Trieste 

F 

F 

F 

F 

F 

F 

F 

F 

F 

F 

F 

F 

P 

F 

United  Arab  Rep.  (Egypt) 
Uruguay 

P 

P 

P 

P 

P 

P 

P 

P 

P 

P 

P 

P 

P 

P 

Palestine,  and  Arabia 

Viet-Nam,  S. 

P 

P 

P 

P 

P 

P 

P 

Pen.  States 

F 

F 

F 

F 

F 

F 

F 

Yugoslavia 

P 

P 

P 

P 

P 

P 

P 

Excellent:  More  than  ample  foreign  exchange  holdings  to  pay  for 
usual  imports;  balance  of  payments  situation  satisfactory  or  favorable. 
Outlook:  favorable.  Good:  Exchange  holdings,  if  prudently  managed, 
are  adequate  to  meet  current  import  needs  without  difficulty;  bal- 
ance of  payments  situation  is  stabilized.  Outlook:  favorable  or  stable 
and  without  major  adverse  elements.  Fair:  Payment  difficulties  limit 
the  country's  ability  to  import  freely;  reserves  are  either  (a)  barely 
sufficient  to  maintain  essential  imports,  with  the  outlook  tolerable  to 


favorable  or  (b)  currently  adequate  but  deteriorating,  with  no  indi- 
cation of  reversal  of  the  trend;  balance  of  payments  situation  is 
either  basically  weak  or  shifting  to  unfavorable.  Poor:  Exchange 
holdings  are  low  or  being  depleted;  balance  of  payments  situation  is 
unfavorable  and  earnings  are  insufficient  for  import  needs;  deficit  is 
financed  by  drawing  down  on  reserves  and/or  foreign  borrowing  and 
assistance;  import  capability  is  severely  limited  and  foreign  indebted- 
ness is  often  large.  Outlook:  uncertain  or  unfavorable. 
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New  is  the  word  for  1964 — 
enough  new  food  products  on  the 
shelves  to  make  the  cook  hustle 
just  to  keep  up  with  them,  as 
manufacturers  vie  for  the  atten- 
tion and  pleasure  of  the  house- 
wife. 

Among  the  new  products  al- 
ready on  the  shelves  or  in  the 
laboratories  are: 

Squeeze  tubes.  One  company  is 
putting  out  a baby  food  in  a con- 
tainer modeled  after  the  ones 
used  by  astronauts  on  their  space 
flights.  The  aluminum  tube  is 
fitted  with  a hollow-handled  plas- 
tic spoon  which  can  be  attached 
to  the  neck  of  the  tube.  Just 
squeeze,  and  you  have  a spoonful 
of  food  for  the  baby — or  for  a 
bedridden  patient. 

Gelled  applesauce.  Developed 
by  USDA  laboratories,  the  new 
apple  product  has  the  consistency 
of  cranberry  sauce  and  can  be 
served  in  much  the  same  way. 
When  heated,  the  sauce  turns  to 
liquid  and  can  be  poured  into 
salad  molds  and  chilled  for  serv- 
ing. 

Dried,  blanched  fruits.  An 
adaptation  of  old  processes,  the 
new  method  compares  favorably 
in  quality  with  traditional  sun- 
dried  fruits.  It  makes  it  easier  to 


dry  such  fruits  as  peaches,  which 
don’t  sun-dry  satisfactorily. 

Bulgar  — back  again.  Intro- 
duced as  a canned,  cooked  form 
of  the  ancient  wheat  food,  the 
newer  product  is  an  “instant”  dry 
version.  Look  for  bulgar  to  take 
its  place  in  such  foods  as  soups, 
main  dishes  and  desserts. 

Frozen  avocado  salad.  The 
USDA  laboratories  have  come  up 
with  a way  to  freeze  guacamole, 
a favorite  southwestern  recipe 
borrowed  from  Mexican  cooks. 
The  frozen  version  should  help 
to  take  the  guesswork  out  of  find- 
ing enough  just-ripe  avocados  to 
whip  up  the  salad. 

Instant  omelets.  The  blend  of 
dried  ingredients  and  whole  egg 
solids  will  store  on  the  pantry 
shelf  until  it  is  time  for  a quick 
breakfast  or  a spur  of  the  moment 
supper.  The  instant  omelets  are 
already  being  introduced  in  mar- 
kets throughout  the  country. 

Instant  sweetpotato  flakes.  Res- 
taurant chefs  and  food  processors 
have  already  had  a try  at  the 
sweetpotato  flakes.  Now  they 
appear  to  be  headed  for  the  retail 
shelf. 

And  the  food  manufacturer 
will  keep  on  turning  out  new  prod- 
ucts to  please  the  housewife.  (31) 


Plentiful  Beef  Supply  Will  Help  Hold 
1964  Retail  Food  Prices  Close  to  1963 

Food  prices  probably  won’t  go 
up  next  year  as  much  as  they  did 
in  1963. 

ERS  economists  report  the  esti- 
mated IV2  per  cent  increase  in 
retail  food  prices  this  year  was 
due  to  unusual  factors  that  aren’t 
likely  to  recur  in  the  coming  year. 

Among  these  factors  was  the 
Florida  freeze  which  resulted  in 
reduced  supplies  of  citrus  fruits 
and  winter  vegetables  and  sharply 
higher  retail  prices — 6 per  cent 
higher  on  the  average  in  the  first 
9 months  of  1963  than  in  the 
same  period  in  1962. 

Another  factor  was  the  increase 
in  sugar  prices.  True,  sugar  and 
other  sweeteners  make  up  only  a 
small  part  of  the  family  food 
budget.  Prices  averaged  7 per 
cent  higher  in  the  first  3 quarters 
of  1963  than  in  the  same  period 
last  year. 

While  prices  for  fruits,  vege- 
tables and  sweeteners  climbed  in 
1963,  prices  for  such  items  as 
meat  and  poultry  averaged  below 
1962  levels.  Also,  prices  of  dairy 
products,  fats  and  oils  were  at  or 
below  last  year’s  levels. 

On  balance,  it  looks  like  larger 
supplies  of  livestock  products, 
particularly  beef,  will  keep  retail 
prices  for  meat  in  1964  around 
levels  for  this  year.  Fewer  proc- 
essed fruits  and  vegetables,  plus 
continuing  low  supplies  of  citrus, 
may  cause  some  upward  price 
pressures  to  develop.  But  all  in 
all,  retail  food  prices  won’t  go  up 
much. 

However,  eatintr  out  will  cost 
more  in  1964.  But  this  isn’t  a new 
trend.  Since  the  government  be- 
gan keeping  records  back  in  1953, 
the  cost  of  meals  in  restaurants 
and  other  away-from-home  eat- 
ing places  has  gone  up  at  a rate 
of  about  21/2  per  cent  a year.  This 
steady  rise  reflects  not  only  in- 
creased cost  of  food  but  also 
higher  labor  and  other  costs  in 
preparing  and  serving  restaurant 
meals.  (32) 


30 


The  Farm  INDEX 


RECENT  PUBLICATIONS 


> The  following  publications  are 
\issued  by  the  Economic  Research 
. Service  and  cooperatively  by  the 
state  universities  and  colleges. 
Unless  othenvise  noted,  reports 
| listed  here  and  under  Sources  are 
I published  by  ERS.  Single  copies 
j are  available  free  from  the  Divi- 
[ sion  of  Information,  OMS,  U.S. 
| Department  of  Agriculture,  Wash- 
ington, D.C.  20250.  State  publica- 
tions may  be  obtained  from  the 
issuing  agencies  of  the  respective 
states. 

MULTIPLE-PRODUCT  PROCESSING  OF 
CALIFORNIA  FROZEN  VEGETABLES, 
j Robert  H.  Reed,  Marketing  Eco- 
[ nomics  Division,  ERS,  and  L.  L. 
Sammet,  Professor  of  Agricul- 
\ tural  Economics,  University  of 
California,  Berkeley. 

Economic  and  engineering  re- 
j search  procedures  are  used  in  a 
synthesis  of  costs  for  a series  of 
I different  plants  designed  for  sin- 
gle-product output  of  six  major 


frozen  vegetables — broccoli,  Brus- 
sels sprouts,  green  peas,  lima 
beans,  and  spinach.  The  report  is 
in  two  sections:  (1)  Analysis  of 
Operations  and  Costs,  and  (2) 
Labor  and  Equipment  Standards 
and  Requirements  for  Prepara- 
tion and  Packaging.  The  report 
should  supply  useful  information 
to  management  of  individual 
firms  in  efforts  to  improve  operat- 
ing efficiency,  in  planning  new 
investments,  and  in  determining 
short-run  adjustments  in  product 
mix. 

THE  RURAL  SCHOOL  DROPOUT — A 
TEN-YEAR  FOLLOW-UP  STUDY  OF 
EASTERN  KENTUCKY  YOUTH.  E. 
Grant  Youmans,  Economic  and 
Statistical  Analysis  Division.  Bul- 
letin of  the  Bureau  of  School 
Service,  University  of  Kentucky. 
Vol.  XXXVI,  No.  1. 

This  is  one  of  several  reports 
on  a survey  made  jointly  by  the 
Agricultural  Experiment  Station, 


University  of  Kentucky,  and  the 
U.S.  Department  of  Agriculture. 
In  1950,  a total  of  757  boys  were 
enrolled  in  the  eighth  grade  of  the 
public  schools  in  11  eastern  Ken- 
tucky counties.  In  1960,  307  of 
these  youths  were  interviewed. 
More  than  half  the  respondents 
had  dropped  out  of  school  before 
completing  the  twelfth  grade,  and 
among  these,  the  larger  propor- 
tion had  received  only  eight  years 
of  formal  education.  The  report 
discusses  the  work  life  and  com- 
munity life  of  the  young  men  who 
were  interviewed. 

SIMPLE  METHODS  OF  ESTIMATING 
CERTAIN  NONLINEAR  FUNCTIONS 
WITH  EMPHASIS  ON  AGRICULTURAL 
data.  Richard  H.  Day,  Farm  Pro- 
duction Economics  Division.  AH- 
256. 

Two  elementary  methods  are 
presented  for  fitting  three  differ- 
ent nonlinear  functions  to  em- 
pirical data  by  means  of  simple 
linear  regressions.  Iterative  least 
squares  methods  which  have  been 
developed  for  estimating  parame- 
ters of  nonlinear  functions  some- 
times lead  to  certain  difficulties  in 
application.  Because  this  is  so, 
the  methods  developed  in  this 
handbook  are  useful  tools  for  ap- 
plication. The  relative  merits  of 
this  approach  versus  the  non- 
linear iterative  approach  are 
briefly  described. 

TRUCK  CROP  PRODUCTION  PRAC- 
TICES, IMPERIAL  COUNTY,  CALI- 
FORNIA— LABOR,  POWER,  AND  MA- 
TERIALS BY  OPERATION.  Earl  E. 
Gavett,  Farm  Production  Eco- 
nomics Division.  ERS-128. 

This  report  contains  informa- 
tion from  Imperial  County,  Cali- 
fornia, on  labor  requirements, 
production  practices,  and  costs 
involved  in  the  production  of 


Sources  for  this  issue ; 
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States  Dairy  Region,  1965,  Minn.  Agr.  Expt. 
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Planning  in  an  Environment  of  Sparse  and 
Declining  Population  (S);  17.  W.  K.  Burkett, 
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plications (S)  ; 21.  W.  E.  Clement,  Use  of 
and  Promotional  Practices  for  Dairy  Prod- 
ucts in  Public  Eating  Places,  MRR-626  (Pi; 
22.  D.  Oldenstadt,  Producer  Group  Action  in 
Agricultural  Marketing  (S)  ; 23.  W.  T. 

Manley  and  others.  Competitive  Practices  in 
Marketing  Florida  and  Texas  Fresh  Grape- 
fruit, MRR-629  (P);  24.  W.  C.  Paddock, 

“Developments  in  U.S.  Poultry  Trade  With 
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Speech  (S) ; published  report  (P);  report 
in  process  (M);  Special  material  (SM). 


November  1963 


31 


UNITED  STATES  GOVERNMENT  PRINTING  OFFICE 

DIVISION  OF  PUBLIC  DOCUMENTS,  WASHINGTON,  D.C.  20402 
OFFICIAL  BUSINESS 


truck  crops  for  fresh  market  and 
processing.  California  leads  the 
nation  in  the  production  of  truck 
crops  and  Imperial  County  is  the 
great  winter  vegetable  producing 
area  of  the  West.  Truck  crops,  in 
general,  require  intensive  labor. 
These  requirements  are  highly 
seasonal — with  several  labor 
peaks,  the  highest  occurring  at 
harvestime.  Thinning  and  weed- 
ing are  two  operations  still  per- 
formed largely  by  hand  labor. 

AGE-GRADE  SCHOOL  PROGRESS  OF 
FARM  AND  NONFARM  YOUTH  : 1960. 
James  D.  Cowhig,  Economic  and 
Statistical  Analysis  Division. 
AER-40. 

Results  of  the  1950  and  1960 
Censuses  are  used  to  compare  the 
school  progress  of  farm  and  non- 
farm children  in  1960  and  to  de- 
scribe the  changes  that  occurred 
over  the  decade.  Highlights  of  the 
study  show  that  between  1950  and 
1960  the  proportion  of  rural-farm 
children  enrolled  in  school  in- 
creased substantially.  During  the 
same  decade  improvement  took 
place  in  the  proportion  of  farm 
and  urban  children  enrolled  in 
grades  expected  for  their  age. 
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COSTS  AND  ECONOMIES  OF  SCALE  IN 
TURKEY  PROCESSING  PLANTS. 
George  B.  Rogers  and  Earl  H. 
Rinear,  Marketing  Economics  Di- 
vision. MRR-627. 

Gains  in  turkey  processing  effi- 
ciency have  occurred  in  recent 
years  with  the  adoption  of  new 
technology,  increases  in  plant 
size,  better  use  of  capacity  and 
changes  in  the  industry.  The  re- 
port measures  possibilities  for  re- 
ductions in  costs  and  gains  in  effi- 
ciency. According  to  data  from  25 
plants  surveyed,  average  costs 
per  pound  decline  when  plant  size 
increases.  Plant  managers  can  use 
these  data  to  compare  their  pres- 
ent situations  with  similar  plants 
and  plan  for  the  future. 

RURAL  RESIDENTS  AND  URBAN  EX- 
PANSION. Charles  Press  and 
Rodger  Rice,  Institute  for  Com- 
munity Development  and  Serv- 
ices, Michigan  State  University, 
cooperating  with  Farm  Produc- 
tion Economics  Division.  ERS- 
132. 

This  report  deals  with  the  opin- 
ions of  nonfarm  residents  con- 
cerning urban  expansion  into 
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farm  areas.  The  1962  study  was 
made  in  a township  lying  on  the 
fringe  of  a growing  metropolitan 
area.  An  earlier  study  used  the 
opinions  of  farmers  in  the  same 
area.  The  purpose  of  the  two 
studies  was  to  obtain  information 
on  attitudes  residents  of  such  an 
area  might  be  expected  to  have 
toward  the  increasing  urbaniza- 
tion of  their  area. 

SCHOOL  DROPOUT  RATES  AMONG 
FARM  AND  NONFARM  YOUTH  : 1950 
AND  1960.  James  D.  Cowhig,  Eco- 
nomic and  Statistical  Analysis  Di- 
vision. AER-42. 

Information  from  the  1950  and 
1960  Censuses  of  Population  is 
used  to  derive  estimates  of  the 
number  and  proportion  of  farm 
and  nonfarm  youths  who  dropped 
out  of  school  before  finishing  high 
school.  Between  1950  and  1960 
school  dropouts  among  14-to-24- 
year-olds  declined.  Dropout  rates 
are  shown  by  age  and  residence 
for  the  entire  United  States,  and 
the  South  separately.  The  preva- 
lence of  dropouts  among  19-year- 
olds  is  shown  for  each  of  the  50 
states  by  residence,  and  by  color 
for  the  southern  states. 
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